REAL ESTATE OPTION AGREEMENT

20 CHEMICAL WAY

THIS REAL ESTATE OPTION AGREEMENT (this “Agreement”} is dated for
reference purposes as of October 1, 2010 (the “Agreement Date”) and is made and entered into
by and between THE CITY OF REDWOOD CITY, a charter city and a municipal corporation
of the State of California (“Optionee”), and CHEMICAL WAY PROPERTIES, LLC, a
California limited liability company (“Owner™).

RECITALS

A Owner is the owner of certain improved real property along with certain related
tangible and intangible personal property.

B. Optionee desires to acquire the exclusive option to purchase such property from
Owner on the terms and conditions set forth herein.

NOW, THEREFORE, for and in consideration of the mutual covenants and agreements
contained in this Agreement, and other good and valuable consideration, the receipt and
adequacy of which are hereby acknowledged, Optionee and Owner hereby agree as follows:

AGREEMENT

L. Grant of Option to Purchase; Consideration.

(a) Grant of Option. Subject to the terms and conditions of this Agreement,
Owner hereby grants to Optionee the exclusive right and option (the “Option™) to purchase the
following:

(1) The real property commonly known as 20 Chemical Way,
consisting of approximately 1.03 acres of land, having Assessor Parcel Numbers 052-392-240
and 052-392-270, located in the City of Redwood City (the “City”), County of San Mateo (the
“County”), California, as more particularly described in Exhibit A attached hereto (the
“Land™};

(i)  Owner's interest in all rights, privileges and easements appurtenant
to the Land, including, without limitation, all minerals, oil, gas and other hydrocarbon substances
as well as all development rights, air rights, water, water rights (and water stock, if any) relating
to the Land and any easements, rights-of-way or other appurtenances used in connection with the
beneficial use and enjoyment of the Land (collectively, the “Appurtenances™);

(iti)  Owner's interest in all improvements and fixtures located on the
Land, including all buildings and structures presently located on the Land, all apparatus,
equipment and appliances used in connection with the operation or occupancy of the Land, such
as heating and air conditioning systems and facilities used to provide any utility services,
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refrigeration, ventilation, garbage disposal, recreation or other services on the Land (all of which
are collectively referred to as the “Improvements” and, together with the Land and the
Appurtenances, the “Real Property™); and

(iv)  Owner's interest in any tangible or intangible personal property
owned by Owner and used in the ownership, use and operation of the Land, the Appurtenances
and Improvements, including, without limitation, (i) all of Owner’s right, title and interest in and
to all plans and specifications relating to the Real Property, (ii) all existing warranties and
guaranties (express or implied), if any, from third parties relating to the Real Property, (iii)
Owner’s rights under any agreements relating to maintenance and service of the Real Property
and other rights relating to the ownership, use and operation of the Real Property (the
“Contracts”), (iv) the Property Documents (as defined in Paragraph 10(b)), and (v) all other
intangible rights or claims that run with or relate to the Real Property {(collectively, the “Personal
Property” and, together with the Real Property, the “Property”). Notwithstanding the
foregoing, (x) Optionee shall not be deemed to have assumed any obligations of Owner under
any Contract or other agreement unless Optionee expressly assumes such obligations in writing
and (y) the Personal Property shall not include any of the equipment used by the Tenant (as
defined in Paragraph 3(b) below) that are specific to its business, including the following: all
bridge cranes and bridge crane rails, air compressors, welding robots and related accessories,
milling equipment, burring equipment, hacksaws, and flyte presses.

(b) Non-Refundable Option Payment. As good and adequate consideration
for the grant of the Option, within one (1) business day following the Opening of Escrow (as
defined in Paragraph 4(a)), Optionee shall deposit into Escrow (as defined in Paragraph 4(a)
hereof) with First American Title Company (the “Escrow Holder”) at its office at 901 Mariners
Island Boulevard, Suite 380, San Mateo, California, 94404 (attention: Karen Matsunaga,
telephone (650) 638-9106), a cash sum equal to Two Thousand Dollars ($2,000) (the “Option
Payment”). Owner acknowledges that the Option Payment constitutes good, adequate and
reasonable consideration for the grant of the Option, taking into account, among other things, the
Purchase Price (as defined in Paragraph 3(a)) for the Property, the appraised value of the
Property, and the length of the Option Term (as defined in Paragraph 2(a)). In addition, Owner
acknowledges that Optionee will incur additional costs and expenses in evaluating the Property
during the Feasibility Period (as defined in Paragraph 10(a)) and that Optionee’s expenditure of
such funds constitutes additional and adequate consideration for the grant of the Option.
Following the Opening of Escrow the Option Payment shall not be refundable under any
circumstances and shall immediately be released to Owner from Escrow. The Option Payment
shall be credited to the Purchase Price.

(c) Refundable Initial Deposit. In addition to the Option Payment, concurrent
with the deposit of the Option Payment into Escrow, Optionee shall deposit into Escrow (as
defined in Paragraph 4(a) hereof) with Escrow Holder a cash sum equal to Forty-Eight
Thousand Dollars (848,000) (the “Initial Deposit™). While in Escrow, the Initial Deposit shall
be held in an interest-bearing account by the Escrow Holder for the benefit of Optionee. The
Initial Deposit and any interest earned thereon while in the Escrow shall be applicable to the
Purchase Price (as defined below). If Optionee provides the Notice to Proceed (as defined in
Paragraph 10(a) hereof) prior to the expiration of the Feasibility Period, the Initial Deposit shall
become non-refundable (except if Owner defaults on its obligations herein or as otherwise
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expressly provided for herein) and shall remain in Escrow pending the Closing (as defined in
Paragraph 4(c¢) hereof) or earlier termination of this Agreement; provided, however, that if
Optionee exercises the first Extension Option (as defined in Paragraph 2(b), then the Initial
Deposit shall be released from Escrow and paid to Owner concurrently with Optionee’s exercise
of such Extension Option. If Optionee does not provide the Notice to Proceed prior to the
expiration of the Feasibility Period, Owner and Optionee hereby authorize Escrow Holder to
immediately release the Initial Deposit (and all of the interest earned thereon) to Optionee at the
expiration of the Feasibility Period without any additional documentation required from the
parties. Owner releases Escrow Holder from all liability in connection with the release of the
Initial Deposit to Optionee in accordance with the preceding sentence, and following such release
of the Initial Deposit, neither party shall have any further rights or obligations hereunder (other
than those arising from a party’s breach of this Agreement or otherwise as expressly provided
herein). The Initial Deposit shall be credited to the Purchase Price.

{d) Additional Deposits. If this Agreement is not terminated during or at the
end of the Feasibility Period, and if Optionee exercises any of its Extension Options as provided
in Paragraph 2(b), then concurrently with the exercise of any such Extension Option, Optionee
shall deposit into Escrow additional payments (each, an “Additional Deposit™) in accordance
with the terms and conditions of Paragraph 2(b). The Additional Deposits shall constitute good
and adequate consideration for the extension of the Option and once released to Owner shall not
be refundable to Optionee (even if Optionee never exercises the Option) except in the event of a
breach or default by Owner or the failure of a condition to Closing pursuant to Paragraph 10.

(e) Deposits Defined. As used in this Agreement, the term “Deposits” means
the Initial Deposit and each Additional Deposit, if any, that Optionee deposits in Escrow as
provided in Paragraph 2(b) below. Each Deposit shall be either an “Applicable Deposit” or a
“Non-Applicable Deposit.” The Initial Deposit and each Applicable Deposit, if any, made by
Optionee that is designated as an Applicable Deposit in the Table referred to in Paragraph 2(b)
shall be deemed “Applicable Deposits” and shall be credited to the Purchase Price at the
Closing. Each Additional Deposit, if any, that is made by Optionee and that is designated as a
Non-Applicable Deposit in the Table referred to in Paragraph 2(b) shall be deemed a “Non-
Applicable Deposit” and shall not be credited to the Purchase Price.

2. Option Term; Exercise of Option.

(2) Option Term. The term of the Option shall commence upon the date that
this Agreement has been executed and delivered by both Owner and Optionee, as evidenced by
the last date set forth below the signatures of Owner and Optionee hereto (the “Execution
Date”), and shall expire on December 27, 2010 (the “Initial Option Term™), unless earlier
exercised or extended pursuant to Paragraph 2(b) below. As used in this Agreement, the term
“Option Term” means the Initial Option Term plus each Extension Period with respect to
which Optionee has exercised an Extension Option pursuant to Paragraph 2(b).

) Extension of Option Term. Notwithstanding Paragraph 2(a) or any other
provision of this Agreement to the contrary, but subject to Paragraph 4(d) below, Optionee shall
have the right to extend the Initial Option Term up to twelve (12) times (gach, an “Extension
Option™) for twelve (12) consecutive periods of approximately one-month each (each, an
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Extension Period™), as set forth in the table below (the *“Table”). In order to exercise the first
Extenston Option (i.e., for the period from December 27, 2010, through January 31, 2011), on or
before close of business on December 27, 2010, Optionee shall (i) notify Escrow Holder and
Owner that Optionee elects to exercise the first Extension Option, (ii) instruct Escrow Holder to
refease to Owner the Initial Deposit, and (iii) deposit into Escrow for immediate release to Qwner
the Additional Deposits in the amount set forth in the Table that corresponds to the first
Extension Period. In order to exercise the second (and each subsequent) Extension Option,
Optionee shall (x) notify Escrow Holder and Gwner on or before the commencement of the
applicable Extension Period that Optionee elects to exercise the Extension Option corresponding
to such Extension Period and (y) deposit into Escrow for immediate release to Owner the
Applicable Deposit or the Non-Applicable Deposit, as the case may be, that corresponds to each
such Extension Period, in accordance with the Table below:

Extension Period Applicable Deposit Non-Applicable Total Deposits
Deposit

12/27/2010 through $63,000 (comprised of | $31,500 $94,500
1/31/2011 the Initial Deposit of

$48.,000, plus an

Additional Deposit of

$15,000)
2/1/2011 through $0.00 $23,625 $23,625
2/28/2011
3/1/2011 through $6.00 $23,625 $23,625
3/31/2011
4/1/2011 through $0.00 $23,625 $23,625
4/30/2011
5/1/2011 through $0.00 $23,625 $23,625
5/31/2011
6/1/2011 through $23,625 $0.00 $23,625
6/30/2011
7/1/2011 through $23,625 $0.00 $23,625
7/31/2011
8/1/2011 through $23,625 $0.00 $23,625
8/3172011
9/1/2011 through $23,625 $0.00 $23,625
9/30/2011
10/1/2011 through $23,625 $0.00 $23,625
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10/31/2011

11/1/2011 through $23,625 $0.00 $23,625
11/30/2011
12/1/2011 through $23,625 $0.00 $23,625
12/28/2011

(c) Exercise of Option. The Option shall be exercisable by Optionee in its sole
and absolute discretion at any time during the Option Term, and shall be exercised, if at all, by
delivery to Owner and the Escrow Holder within the Option Term of written notice (the
“Exercise Notice”) of Optionee’s exercise of the Option. If Optionee exercises the Option, then
(i) Optionee shall not be required to make any Additional Deposits, (ii) Optionee shall be
obligated to purchase the Property, subject to the terms and conditions of this Agreement, and
(11i) the parties shall praceed to the Closing as provided in Paragraph 4(c) and the other
applicable provisions of this Agreement. If Optionee exercises an Extension Option, then the
Option Term shall be extended for the Extension Period corresponding to such Extension Option,
If the Option is not exercised as provided herein on or before the expiration of the Option Term,
or if the Option Term is not extended as provided in Paragraph 2(b), then subject to Paragraph
21 below, the Option shall lapse and be of no further force or effect,

(d) Limitations on Extension Options. Owner acknowledges that Optionee is
considering the purchase of the Property, together with certain adjacent properties that Optionee
also desires to acquire the option to purchase (collectively, the “Site™), in order to redevelop the
Site for public purposes (the “Project™). In order to proceed with the Project, Optionee may be
required to undertake certain environmental and other stodies and to obtain certain approvals or
clearances that are necessary or appropriate for the redevelopment of the Site, including without
limitation the subdivision, re-subdivison or merger of the various parcels comprising the Site,
zoning and/or general plan changes, and compliance with the California Environmental Quality
Act and applicable regulations and requirements relating to the Project (collectively, the “Project
Approvals”). Optionee shall work in good faith to obtain the Project Approvals, provided that
Optionee makes no assurances that it will be successful in obtaining the Project Approvals or the
time required to obtain the Project Approvals. However, if Optionee obtains the Project
Approvals, then notwithstanding that Optionee may have one or more unexercised Extension
Options at the time it obtains the Project Approvals, the Option Term shall be deemed to have
expired on the date that is thirty (30) days after the Project Approvals have been finally
approved. As used in this Paragraph 2(d), the Project Approvals shall be deemed to have been
“finally approved” only after all applicable governmental authorities and public agencies having
Jurisdiction thereof {collectively, the "Governmental Authorities") have granted, certified, or
otherwise issued the Project Approvals and all applicable appeal periods for such Project
Approvals shall have expired without an appeal or challenge having been taken or made or, if
any such appeal or challenge is taken or made, then upon resolution of that appeal or challenge
without any change or revision thereto as originally approved by the Governmental Authorities,
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or with only changes or revisions being made thereto which are approved by Optionee in its
reasonable discretion.

3. Purchase Price; Relocation Compensation.

(a) Purchase Price. The purchase price for the Property shall be Three Million
One Hundred Fifty Thousand Dollars ($3,150,000) (the “Purchase Price”). If Optionee
exercises the Option, the Purchase Price shall be paid by Optionee to Owner at the Closing as
follows: (a) Optionee shall receive a credit to the Purchase Price equal to the sum of the Option
Payment, the Initial Deposit, and all Applicable Deposits made by Optionee, plus all interest
accrued on the Deposits while in Escrow, and (b) Optionee shall deposit into the Escrow at or
prior to the Closing for delivery to Owner a sum (the “Closing Payment”) equal to the balance
of the Purchase Price.

(b) Relocation Compensation. Owner has informed Optionee that the
Property currently is leased to an affiliate of Owner, Continental Tool Company, Inc.(the
“Tenant™), pursuant to a lease agreement between Owner and the Tenant (the “Existing Lease”).
H the Closing occurs, then effective as of the Closing (i) Owner shall cause the Existing Lease to
be terminated, and (ii) Optionee shall lease back the Property to the Tenant pursuant to a lease
agreement executed and delivered by Optionee and the Tenant at the Closing, in the form of
Exhibit F attached hereto {the “New Lease”). Among other things, the New Lease shall grant
Optionee the right to terminate the New Lease following notice to the Tenant, as specifically set
forth in the New Lease. In addition to the Purchase Price, if the Closing occurs, then provided
the Tenant executes and delivers to Optionee the New Lease and the Hazardous Materials
Disclosure Certificate contemplated by the New Lease, Optionee shall deposit in Escrow (for
release to the Owner upon the Closing) the sum of One Million Dollars ($1,000,000) (the
“Relocation Compensation™) as full and complete compensation to cover Owner’s and Tenant’s
costs to relocate their businesses to other locations and for disruption to their businesses.

(c) Allocation. Prior to the Closing, Owner shall have the right to allocate
some or all of the Relocation Compensation to the Purchase Price by giving written notice
thereof to Optionee and Escrow Holder, To the extent that all or any portion of the Relocation
Compensation is allocated to the Purchase Price, the Relocation Compensation shall be reduced
by like amount.

4. Escrow.

{a) Opening of Escrow. Promptly afer the full execution and delivery of this
Agreement, the parties will open an escrow (the “Escrow”) with Escrow Holder and shall deposit
with Escrow Holder a copy of this fully executed Agreement, or executed counterparts hereof.
The “Opening of Escrow” shall be deemed to have occurred on the date following the execution
and delivery of this Agreement by Optionee and Owner that Escrow Holder executes the
“Acceptance of Escrow Holder” immediately following the signature pages of this Agreement
(the “Acceptance”) and returns to Optionee and Owner such Acceptance.
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(b)  Instructions and Fees. This Agreement constitutes joint instructions to the
Escrow Holder to consummate the purchase in accordance with the terms and provisions hereof:
provided, however, that the parties shall execute such additional escrow instructions, not
inconsistent with the provisions hereof, as may be deemed reasonably necessary to carry out the
intentions of the parties as expressed herein. If the Closing occurs, Optionee shall pay the cost of
the title insurance premium for the Title Policy {(as defined in Paragraph 5(c)) and City and
County documentary transfer taxes, if any. If the Closing occurs, Owner shall pay the costs of
removing any exceptions to title (other than Permitted Exceptions), as defined in Paragraph
5(a), and Personal Property Encumbrances, as defined in Paragraph 5(d). Escrow Fees,
recording {ees, and any other closing costs shall be borne by the parties in accordance with the
custom of the County.

(c) Closing. The “Closing” shall occur on a date selected by Optionee (either
following or concurrently with the exercise of the Option), provided that Owner has received at
least fifteen (15) days prior written notice of such date (the “Closing Date”), and provided
further that the Closing Date shall occur not earlier than thirty (30) days after the Opening of
Escrow and no later than thirty (30) days after Optionee’s exercise of the Option pursuant to
Paragraph 2(¢) (the “Outside Date™). If Optionee exercises the Option but fails to provide
Owner with at least fifteen (15) days prior written notice of the Closing Date, then unless
otherwise agreed in writing by Optionee and Owner the Closing Date shall be the Qutside Date.
The Closing shall occur only after (i) Optionee has exercised the Option, (ii) all parties to Escrow
have fully performed their respective duties, (iti) Escrow Holder is irrevocably committed to
issue to Optionee the Title Policy, and (iv) nothing remains to be done in order to transfer to
Optionee fee title to the Real Property other than Escrow Holder’s recordation of Owner’s grant
deed (the “Grant Deed™) with the County recorder; provided that the Closing shall be deemed to
have occurred only upon recordation of the Grant Deed with the County recorder.

3. Title.

() Title Review. Within ten (10) days after the Opening of Escrow, Optionee
shall obtain a current preliminary title report for the Real Property issued by Escrow Holder,
together with legible and complete copies of all underlying documents referenced as exceptions
in the Title Report and a plot plan for the Real Property showing the locations of all recorded
easements (collectively, the “Title Report™). Optionee shall have the right to obtain an ALTA
survey or other survey (the “Survey”) of the Real Property at Optionee’s sole cost and, if it
obtains the Survey, Optionee shall provide Owner with a copy of it. Within fifteen (15) business
days following Optionee’s receipt of both the Title Report and the Survey (collectively, the
“Title Documents”) but not later than November 10, 2010, Optionee shall either approve in
writing the exceptions contained in the Title Documents or specify in writing any exceptions or
other matters shown on the Survey to which Optionee objects. All title exceptions and Survey
matters not objected to, as well as the New Lease and the lien for current taxes not yet
delinquent, shall be referred to as “Permitted Exceptions,” except for the following
(collectively, “Owner Removal Items™): liens of deeds of trust or other monetary obligations,
judgment liens, and leases or other occupancy agreements (other than the New Lease), none of
which shall constitute “Permitted Exceptions.” Owner shall bave ten (10) days after receipt of
such notice to advise Optionee by written notice of any disapproved exceptions or matters which
will not be removed from title by Owner prior to the Closing (other than QOwner Removal Items,
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which Owner shall be required to remove prior to the Closing). If Optionee provides the Notice
to Proceed to Owner during the Feasibility Period, the exceptions contained in the Qwner’s
notice {other than Owner Removal ltems) shall be deemed additional Permitted Exceptions.

(b) New Exceptions. Hf any new exceptions or matters are first included in
any supplement or update to the Title Report issued after the expiration of the Feasibility Period
(collectively, “New Lxceptions”), Optionee shall notify Owner in writing on or before 5:00 p.m.
Pacific Time within three (3) business days after receipt of such supplement if Optionee
disapproves some or all of the New Exceptions (the “New Exceptions Objection Notice”). If
Optionee timely delivers to Owner a New Exceptions Objection Notice, Owner shall thereafter
have five (5) business days to determine whether Owner is willing to remove the New
Exceptions (the “Decision Period”) and deliver notice to Optionee. If at the end of the Decision
Period Owner is unwilling to remove the New Exceptions, and if Optionee is unwilling to waive
its objections, then either party may terminate this Agreement upon notice to the other. If
Optionee waives its objections and elects to proceed to Closing, the New Exceptions shall be
deemed to be Permitted Exceptions and Optionee shall not be entitled to any reduction in the
Purchase Price. In the event that Owner fails to deliver Owner’s response notice to Optionee as
set forth in this Paragraph 5(b), Owner shall be deemed to have elected not to remove the New
Exceptions. If prior to the end of the Decision Period Owner advises Optionee that Owner is
willing to remove the New Exceptions, then Owner thereafter shall cause the New Exceptions to
be removed by the Closing Date. Notwithstanding the foregoing, Owner shall be required to
remove at iis sole cost any New Exceptions that constitute Owner Removal Items, irrespective of
whether Optionee expressly has objected to such exceptions or items.

() Title Delivered at Closing. By executing the Grant Deed, Owner shall
convey to Optionee (or to such other person or entity as Optionee may designate) marketable fee
title to the Real Property subject only to the Permitted Exceptions. Immediately following
recordation of the Grant Deed, Escrow Holder shall issue to Optionee an ALTA extended
coverage owner’s policy of title insurance (2006 form), with coverage in the amount of the
purchase price for the Real Property, showing fee simple title to the Real Property vested in
Optionee, subject only to the Permitted Exceptions (the “Titte Pelicy™).

{d) Personal Property Encumbrances. To the extent that any of the Personal
Property is encumbered by Uniform Commercial Code financing statements or other liens or
encumbrances (“Personal Property Encumbrances”), Owner shall cause such Personal
Property Encumbrances to be released or otherwise removed prior to the Closing.

6. Liguidated Damages. OPTIONEE AND OWNER AGREE THAT IF OPTIONEE
EXERCISES THE OPTION PURSUANT TO PARAGRAPH 2(c) AND THEREAFTER
DEFAULTS ON ITS OBLIGATION TO PURCHASE THE PROPERTY PURSUANT
HERETO, THE DAMAGES TO OWNER WQULD BE DIFFICULT AND IMPRACTICAL TO
DETERMINE. ACCORDINGLY, IN THE EVENT OF SUCH DEFAULT BY OPTIONEE,
OPTIONEE AND OWNER HAVE AGREED TO FIX AS LIQUIDATED DAMAGES THE
DEPOSITS, BUT ONLY TO THE EXTENT THE DEPOSITS HAVE THERETOFORE BEEN
DEPOSITED WITH ESCROW HOLDER OR PAID DIRECTLY TO OWNER, AND SUCH
DEPOSITS SHALL BE RETAINED BY OWNER AS LIQUIDATED DAMAGES, AND
SHALL CONSTITUTE OWNER’S SOLE AND EXCLUSIVE REMEDY FOR SUCH

Option Agreement 20 Chemical
1005 20105



DEFAULT. OWNER’S RETENTION OF SUCH DEPOSITS AS LIQUIDATED DAMAGES
IS NOT INTENDED AS A FORFEITURE OR PENALTY UNDER CALIFORNIA CIVIL
CODE SECTIONS 3275 OR 3369, BUT INSTEAD IS INTENDED TO CONSTITUTE
LIQUIDATED DAMAGES TO OWNER PURSUANT TO SECTIONS 1671, 1676 AND 1677
OF THE CALIFORNIA CIVIL CODE. OWNER HEREBY WAIVES THE PROVISIONS OF
CALIFORNIA CIVIL CODE SECTIONS 1680 AND 3389. OWNER AGREES THAT THESE
LIQUIDATED DAMAGES SHALL BE IN LIEU OF ANY OTHER MONETARY RELIEF OR
OTHER REMEDY, INCLUDING WITHOUT LIMITATION SPECIFIC PERFORMANCE, TO
WHICH OWNER OTHERWISE MIGHT BE ENTITLED UNDER THIS AGREEMENT, AT
LAW OR IN EQUITY. OPTIONEE AND OWNER SPECIFICALLY ACKNOWLEDGE
THEIR AGREEMENT TO THE FOREGOING LIQUIDATED DAMAGES PROVISION BY
INITIALING THIS PARAGRAPH IN THE APPROPRIATE SPACES PROVIDED BELOW.

Optionee’s Initials %Qk Owner’s Initials

The above Liquidated Damages provisions shall not limit Optionee’s liability to the extent set
forth in this Agreement for any damage to persons or property to the extent caused by Optionee
or any Optionee’s Authorized Parties (as defined in Paragraph 9(a)), which liability shall be in
addition to the liquidated damages referenced above.

7. Prorations. If the Closing occurs, all income, if any, and expenses of the Real
Property shall be apportioned as of 12:01 a.m., on the day of Closing as if Optionee were vested
with title to the Real Property during the entire day upon which Closing occurs. Notwithstanding
the generality of the preceding sentence, specific items of income and expense shail be prorated
as follows:

(a) Taxes and Assessments. Owner shall pay any delinquent real property
taxes and assessments relating to the Real Property. Non-delinquent real estate taxes and
assessments imposed by any governmental anthority shall be prorated as of the Closing Date
based upon the tax bill(s) received for and applicable to the period(s) in which the Closing Date
oceurs; or, to the extent such tax bill(s) and applicable amount(s) are not available by the Closing
Date, based on the most recent ascertainable assessed values and tax rates. Owner shall receive a
credit for any prepaid taxes and assessments paid by Owner attributable to the period prior to the
Closing to the end of the applicable taxing period.

(®) Utility Charges. Prepaid water, sewer, and other utility charges shall be
credited to Owner, and unpaid water, sewer, and other utility charges accruing prior to the
Closing shall be credited to Optionee. Optionee shall credit to the account of Owner all
refundable cash or other deposits posted by Owner with utility companies serving the Real
Property or, at Optionee’s option, Owner shall be entitled to receive and retain such refundable
cash and deposits.

{c) Contracts. Any amounts owing under the Contracts that are assigned to
and assumed by Optionee pursuant to Paragraph 15(a) shall be prorated as of the Closing Date.

{d) Additional Deposits. Any Non-Applicable Deposits made by Optionee
pursuant to Paragraph 2(b) shall not be prorated. By way of example, if pursuant to Paragraph
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2(b) Optionee makes a Non-Applicable Deposit of Twenty-Three Thousand Six Hundred Twenty
Five Dollars ($23,625) on February 1, 2011 (for the Extension Period ending on February 28,
2011), and if the Closing occurs on February 15, 2011, then there shall be no proration of such
Non-Applicable Deposit notwithstanding that the Closing occurs prior to the expiration of the
applicable Extension Period. The Applicable Deposits (together with the Initial Deposit and the
Option Payment) shall be fully credited to the Purchase Price irrespective of when the Closing
occurs.

(e) Other Amounts. Any other operating expense or other items pertaining to
the Real Property which are customarily prorated between buyers and sellers of real property in
the County shall be prorated between Owner and Optionee in accordance with local custom.

(H Post-Closing Adjustments. Except as otherwise provided in this
Agreement, any revenue or expense amount that cannot be ascertained with certainty as of the
Closing Date shall be prorated on the basis of the parties’ reasonable estimates of such amount,
and shall be the subject of a final proration after the Closing. Owner and Optionee agree that, to
the extent items are prorated or adjusted at Closing on the basis of estimates, or are not prorated
or adjusted at Closing pending actual receipt of funds or compilation of information upon which
such prorations or adjustments are to be based, each of them will, upon a proper accounting, pay
to the other such amounts as may be necessary such that Owner will receive the benefit of all
income and will pay all expenses of the Property prior to the Closing Date and Optionee will
receive all income and will pay all expenses of the Property after the Closing Date. Owner and
Optionee agree that as soon as reasonably possible, but in no event later than April 15, 2012, the
parties shall undertake a final master reconciliation of taxes and other operating expenses with
respect to the Property. Such reconciliation shall be final.

(g)  Existing Lease. Owner and the Tenant shall prorate all operating
expenses, taxes, and other expenses and costs owing under the Existing Lease outside of Escrow.
Optionee shall have no liability for any such expenses or costs relating to any period prior to the
Closing,

3. Possession, Pursuant to the New Lease, Tenant shall retain possession of the
Property as of the Closing Date. At the Closing, Owner shall deliver exclusive possession of the
Property to Optionee subject only to the rights of the Tenant under the New Lease.

9. Authorization to Enter; Cooperation.

{(a) Authorization to Enter. From and after the Execution Date, Optionee and
its agents, employees, contractors, consultants, and other designees (collectively, “Optionee’s
Authorized Parties”) may, upon three (3) business days’ prior wiitten notice, enter upon the
Real Property to conduct any activity and perform any investigation, test, study or analysis for the
purpose of determining the feasibility of the Real Property for Optionee’s planned development
of the Real Property, including, but not limited to, soils studies, Phase I and/or Phase 11
Hazardous Materials (as defined in Paragraph 12(d)) studies, engineering and soil studies, tree
surveys, archeological studies, biological studies, utilities studies, hydrology studies and any
other matters necessary to evaluate the suitability of the Real Property for Optionee’s
contemplated purposes. Notwithstanding the above (i) no invasive testing shall be done without
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Owner’s written consent which shall not be unreasonably withheld (it being agreed that Qwner
shall respond to Optionee’s written request for consent within three (3) business days after
receipt of such request), and (ii) Optionee shall provide Owner with copies of all results and
reports received as a result of any investigation, test, study, or analysis regarding the physical
condition of the Property done by any third party consultants on behalf of Optionee. Optionee
shall pay all costs with respect to such studies and tests. Optionee’s Authorized Parties may
bring such equipment on the Real Property as is necessary or appropriate to make such studies.
Optionee shall maintain, repair and restore the Real Property as necessary to remedy any damage
to the Real Property to the extent caused by the feasibility activities of Optionee’s Authorized
Parties on the Real Property, shall take reasonable precautions to minimize interference with the
activities of Owner on the Real Property, and shall indemnify and hold harmless Owner and
Owner’s Parties (as hereinafter defined in Paragraph 13(d)) from and against all suits, causes of
action, claims, liabilities, damages, losses, fees, fines, costs and expenses including attorneys’
and experts’ fees (collectively, “Claims™), for any injury, loss, or damage to persons or property
occurring in connection with the inspections and studies conducted by Optionee’s Authorized
Parties, except that Optionee shall have no liability for and no obligation to remedy any
conditions or defects on or under the Real Property (i) not caused by a Optionee Authorized Party
including those that are discovered by a Optionee Authorized Party during its investigations and
inspections, or (1i) resulting from the acts or omissions of Owner, or any past and/or present
occupant of the Real Property or their respective agents, engineers, contractors, consultants and
representatives. Optionee’s obligations to indemnify and hold Owner and Owner’s Parties
harmless pursuant to this Paragraph (9a) shall survive the termination of this Agreement and the
Closing.

b Cooperation. Owner shall provide Optionee and its consultants with the
opportunity to consult with Owner’s environmental consultants and to review any work product
prepared by or in the possession of such consultants provided Qwner is not legally or
contractually precluded from doing so. Owner shall cooperate in all reasonable respects in
connection with Optionee’s evaluation of the environmental condition of the Property and any
required clean-up or remediation of Hazardous Materials on, at or under the Property, including
without limitation participating in meetings with applicable governmental authorities and
executing any authorizations or other documents required for Optionee to obtain access to
documents or other information relating to the condition of the Property.

10.  Conditions of Optionee’s Performance. Optionee’s obligation to close escrow
under this Agreement is subject to Optionee’s written approval of the following conditions at or
before the earlier of the Closing or such earlier time expressly provided below in this
Paragraph 10, but Optionee shall have the right to waive any such condition in writing within
the time period specified in such condition. If any of the following conditions is not satisfied or
waived in writing by Optionee, then Optionee shall be entitled to terminate this Agreement, in
which event all Deposits shall be returned immediately to Optionee with interest earned thereon,
without any further obligation on the part of either Optionee or Owner, subject to any remedies
Optionee may have to the extent that a failure of condition also constitutes a default by Owner
under this Agreement.

(a) Feasibility Study. Optionee may, in Optionee’s sole discretion, approve or
disapprove the condition of the Real Property and the feasibility of using the Real Property for
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Optionee’s intended purposes (the “Feasibility Study”) at any time during the period (the
“Feasibility Period”) commencing on the Opening of Escrow and ending at 5:00 p.m. on the
date that is ninety (90) days after the Opening of Escrow. During the Feasibility Period,
Optionee shall have the right to deliver to Owner written notice (the “Notice to Proceed”) of
Optionee’s approval of the Feasibility Study and election to proceed with the purchase of the
Property. Optionee shall be deemed to have disapproved the Feasibility Study if Optionee does
not deliver the Notice to Proceed to Owner during the Feasibility Period. If Optionee
disapproves of or is deemed to have disapproved of the Feasibility Study, then the Deposits
previously made by Optionee shall be immediately returned to Optionee.

(b) Documents. To the extent Owner has not previously done so, within
three (3) days after the Execution Date, Owner shall provide Optionee with copies of all current
Contracts, soil and hydrology reports, environmental or toxic material reports, engineering
reports, biological studies, archeology reports, improvement plans and specifications,
engineering studies, traffic studies, earthquake studies, site history investigation documents,
surveys, civil, architectural, landscape and grading plans, working drawings, leases (including all
amendments, assignments and other modifications thereof), copies of title insurance policies for
the Property, copies of all warranties and guaranties pertaining to the Property, unrecorded
subordination agreements, unrecorded non-disturbance agreements, subleases, estoppel
certificates, licenses, agreements affecting the Real Property, and other information relating to
the Real Property, whether in final form or in process, to the extent such documents are in
Owner’s possession {collectively, the “Property Documents”). Notwithstanding the above,
Property Documents shall not include any internal reports or documentation generated for the
sole use of the members, shareholders, partners, trustees and other constituents of Owner, letters
of interest, purchase agreements, expired leases, appraisals, or entity governing documents.
Following the delivery of all Property Documents to Optionee, Owner shall provide Optionee
with written notification that all Property Documents have been delivered by Owner. Optionee
shail have the opportunity to review and approve all Property Documents during the Feasibility
Period. If any new Property Documents are first obtained by Qwner after the Execution Date,
Owner immediately shall deliver such new Property Documents to Optionee. Optionee shall
have the right to use all Property Documents, and the Purchase Price includes payment for all
Property Documents. Optionee shall not disclose any information contained in the Property
Documents, provided that Optionee shall have the right to disclose such information to the
following parties and in the following circumstances: (i) Optionee is required to disclose
information in the Property Documents in response to a subpoena or other regulatory,
administrative or court order, (i) independent legal counsel to Optionee delivers a written
opinion to Owner that Optionee is required to disclose such information, (iii) to actual or
potential assignees of this Agreement, (iv) in response to a request for discovery in any legal or
administrative proceeding; (v) in connection with any litigation or other dispute by or among the
parties to this Agreement; (vi) to the extent any information contained in the Property Documents
is or becomes part of the public domain through no fault of Optionee; (vii) in connection with
obtaining, administering, and enforcing rights with respect to insurance (including without
limitation underwriting insurance, adjusting claims or otherwise procuring, adjusting,
challenging, administering, disputing or litigating any issues concerning insurance); (viii) to
Optionee’s attomeys, accountants, and consultants, and contractors who are involved in due
diligence activities or the consummation of the transactions coniemplated by this Agreement; or
(ix} to the extent required by applicable law. If Optionee fails to exercise the Option as and when
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required, or if Optionee exercises the Option but fails to close escrow as and when required by
this Agreement, at Owner’s written request Optionee shall immediately return all Property
Documents and copies thereof to Owner.

(c) Owner’s Representations and Warranties. Owner’s representations and
warranties as set forth in Paragraph 12 below shall be true and correct as of, and shall be
deemed remade by Owner, as of the Agreement Date, as of the expiration of the Feasibility
Period, and as the Closing Date.

(d) Owner’s Performance. Owner shall have performed, observed and
complied with all material covenants, agreements and conditions required by this Agreement to
be performed, observed and complied with on Owner’s part at or prior to the Closing.

(e) Title Policy. Escrow Holder shall be ready willing and able to issue to
Optionee the Title Policy at the Closing.

H Owner’s Deliveries. Owner shall deliver into the Escrow the following
documents (collectively, the “Closing Documents”™): (i) the Grant Deed (in the Escrow Holder’s
standard form) for recordation and delivery to Optionee at the Closing, (ii) an affidavit as
required by the Foreign Investment in Real Property Tax Act (in the Escrow Holder’s standard
form) and a form 593-C as required by California law, (iii) escrow instructions in form and
substance consistent with the requirements herein, (iv) an Assignment and Bill of Sale in the
form of Exhibit C attached hereto (the “Assignment”™), duly executed by Owner, (v) the New
Lease, duly executed by the Tenant, (vi) such duly executed owner’s affidavits as may be
required by the Escrow Holder to issue the Title Policy at Closing, (vii) all prorations, fees and
other amounts to be paid by Owner at Closing, provided that in lieu of depositing such amounts
in Escrow, such amounts shall be withheld from the Closing Payment delivered to Owner in
accordance with Owner’s approved closing statement; and (viii) such evidence as the Escrow
Holder may reasonably require as to the authority of the person or persons executing documents
on behalf of Owner; and (x) such additional documents as shall be reasonably required to
consummate the {ransaction contemplated by this Agreement.

(g}  Legal Parcel. The Land shall consist of one or more legal parcels as of the
Closing. Notwithstanding anything in this Agreement to the contrary, the condition precedent set
forth in this subparagraph may not be waived.

(h) Environmental Condition. There shall exist no environmental matter
having a material adverse impact on the Property that was known to Owner on the Agreement
Date and was not disclosed in writing to Optionee within three (3) days afier the Execution Date
as provided in Paragraph 10(b) and Schedule 12(d) of this Agreement.

(i) Leases. Other than the New Lease, there shall exist no other leases,
tenancies, or occupancy agreements affecting the Real Property or any part of the Real Property.

m Material Conditions. Each of the above conditions is for the sole benefit
of Optionee and each of such conditions is deemed to be material to and of the essence of this
Agreement.
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11.  Conditions of Owner's Performance. All of Owner’s obligations hereunder are
expressly conditioned on the satisfaction at or before the Closing, or at or before such earlier time
as may be expressly stated below, of each of the foliowing conditions (any one or more of which
may be waived in writing in whole or in part by Owner, at Owner’s option):

(a) Optionee’s Representations and Warranties. Optionee’s representations
and warranties as set forth in Paragraph 13 below shall have been true and correct as of the
Execution Date and the Closing Date.

{b) Optionee’s Performance. Optionee shall have performed, observed and
complied with all material covenants, agreements and conditions required by this Agreement to
be performed, observed and complied with on Optionee’s part at or prior to the Closing.

() Optionee’s Deliveries. Optionee shall have delivered to Escrow Holder all
instruments and documents required on Optionee’s part to effectuate this Agreement and the
transactions contemplated hereby, including without limitation, the New Lease, duly executed by
Optionee, escrow instructions in form and substance consistent with the requirements herein, a
closing statement consistent with the terms of this Agreement, and a certificate of acceptance of
the Grant Deed as required by Section 27281 of the California Government Code, and Optionee
shall have timely deposited all funds to be deposited into the Escrow pursuant hereto, including
without limitation the Closing Payment.

i2. Owner’s Representations, Warranties and Covenants. Owner hereby represents,
warrants and covenants to Optionee and its assigns, and makes the representations, warranties
and covenants set forth in this Paragraph 12 for the benefit of Optionee and its successors and
assigns. Owner shall notify Optionee in writing immediately if Owner becomes aware that any
representation or warranty has become untrue or misleading in light of information obtained by
Owner after the Agreement Date. Owner shall indemnify, protect, defend and hold harmless
Optionee from and against all Claims arising from or relating to any misrepresentation made by
Owner in this Agreement or in any document, certificate or exhibit given or delivered in
connection herewith.

(a) Authority. Owner is the sole owner of fee title to the Real Property and has
all requisite power and authority to enter into this Agreement and to perform its obligations
hereunder, and the execution and delivery of this Agreement by Owner shall have been duly
authorized. No approvals, authorizations or consents of any public body or of any person other
than Owner's shareholders, partners or members, as applicable, are necessary in connection
herewith. This Agreement and all other agreements, documents and instruments to be executed
in connection herewith have been effectively authorized by all necessary action, corporate,
partnership or otherwise, including, without limitation, authorizations of QOwner's Board of
Directors, shareholders or members, as applicable, which authorizations remain in full force and
effect, have been duly executed and delivered by Owner, and no other corporate, partnership or
other proceedings on the part of Owner are required to authorize this Agreement and the
transactions contemplated hereby.

(b)  No Conflict. The execution and delivery of this Agreement and the
consummation of the transactions contemplated hereunder on the part of Owner do not and will
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not violate any applicable law, ordinance, statute, rule, regulation, order, decree or judgment,
conflict with or result in the breach of any material terms or provisions of, or constitute a default
under, or result in the creation or imposition of any lien, charge, or encumbrance upon the
Property or any other assets of Owner by reason of the terms of any contract, mortgage, lien,
lease, agreement, indenture, instrument or judgment to which Owner is a party or which is or
purports to be binding upon Owner or the Property or which otherwise affects Owner or the
Property, which will not be discharged, assumed or released at the Closing. No action by any
federal, state or municipal or other governmental department, commission, board, bureau or
instrumentality is necessary to make this Agreement a valid instrument binding upon Owner in
accordance with its terms.

(c) Documents, Owner has provided or will provide Optionee pursuant to
Paragraph 10(b) with copies of all Property Documents in Owner’s possession. All Property
Documents delivered or to be delivered to Optionee by Owner and its agents are complete
originals or frue and correct copies thereof. If Optionee elects not to purchase the Property,
Optionee will return to Owner all Property Documents previously delivered to Optionee by
Owner. Owner shall deliver as and when required all notices relating to the Property to the
extent required by applicable laws or any covenants, conditions or restrictions affecting the

Property.

(d) Hazardous Materials. Owner and the Owner Related Parties have not
spilled, discharged or released any Hazardous Materials onto, under or about the Property. To
Owner’s knowledge without inquiry, there are no above ground or underground storage tanks,
barrels, drums, pits, wells, lagoons or other containers (collectively, “Tanks”) or any Hazardous
Materials (as defined below) on, in, about or under or within 2,000 feet of the Real Property,
including any ground water beneath and surface water thereon {(whether by virtue of any storage,
release or disposal on, in or under the Real Property or migration to the Real Property), except
for the specific Tanks and/or Hazardous Materials and quantities thereof as are disclosed by
Owner on Schedule 12(d) attached hereto and incorporated herein (the “Disclosed Hazardous
Materials”). As used herein, the term “Hazardous Materials” shall mean any substance,
material, waste, chemical, mixture or compound which: (i) is flammable, ignitable, radioactive,
hazardous, toxic, corrosive or reactive, and which is regulated under law or by a public entity,
(ii) is a “Hazardous Substance” as defined or listed under the federal Comprehensive
Environmental Response, Compensation and Liability Act of 1980 {(CERCLA), as amended, or
any regulations promulgated thereunder, (iii) is crude oil, petroleurn, natural gas, or distillates or
fractions thereof, and/or (iv) damages or threatens to damage health, safety, or the environment,
or is required by any law or public entity to be remediated, including remediation which such law
or public entity requires in order for property to be put to any lawful purpose. The provisions of
this Paragraph 12(d) shall survive the Closing.

(e) Compliance. Except as specifically set forth in Schedule 12(d} of this
Agreement, to the best of Owner’s knowledge without inquiry the Real Property is not in
violation of any federal, state or local law, statute, regulation or ordinance, and there are no
special assessments, condemnation actions or other legal actions or proceedings pending or
threatened against the Real Property or any part thereof.
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(H) Bankruptcy. Owner is not the subject of a voluntary or involuntary
bankruptcy, reorganization, or insolvency petition.

(&) Work Contracts. At the Closing, there will be no outstanding amounts
owing by Owner under any Contracts for any improvements to the Real Property. Owner shall
cause to be discharged all mechanics’ and materialmen’s liens arising from any labor and
materials furnished prior to the Closing, and shall have eliminated from title all exceptions,
claims, and defects other than the Permitted Exceptions. No person or entity holds any rights to
purchase or otherwise acquire all or any portion of the Property (or interest therein), including
pursuant to any Option Agreement, option, right of first offer, right of first refusal, gift or other
agreement.

(h) Other Contracts. Exhibit E to this Agreement sets forth a complete and
accurate list of Contracts (other than insurance policies) affecting the Property, and neither
Owner nor any provider under any of the Contracts has asserted any breach or default thereunder.
Owner has not received any written notice of a Owner default and Owner has no knowledge of
any existing Owner defaults under the Contracts. Owner has not received any written notice of a
default by another party, and Owner has no knowledge of any existing other party default under
the Contracts. Prior to Closing, Owner shall not amend any existing Contract or enter into any
new Contract affecting the Property that will survive the Closing, or that would otherwise affect
the use, operation or enjoyment of the Property after Closing, without Optionee’s prior written
approval.

(i) No Commitments. Owner has not made any commitments to any
governmental authority, to any adjoining property owner, or to any other organization, group,
individual or entity relating to the Real Property which would impose any obligations upon
Optionee to make any contributions of money or land or to install or maintain any improvements.

) Leases. Owner is the current landlord under the Existing Lease. Owner is
not in default under the Existing Lease and to Owner’s knowledge no default on the part of
Tenant exists (and no event has occurred that with the passage of time or the giving of notice, or
both, that would be a default) under the Existing Lease. Owner has not assigned or otherwise
transferred any interest in the Existing Lease to any other party and QOwner has not consented to
any sublease or assignment of the Existing Lease by the Tenant. As of the Agreement Date and
as of the Closing, there shall be no outstanding leasing costs, including without limitation
commissions, free rent, tenant improvement costs or allowances, or other tenant inducements or
concessions owing by the landlord under the Existing Lease. At the Closing, provided Optionee
deposits in Escrow the Purchase Price and the Relocation Compensation in accordance with this
Agreement, Owner shall assume all obligations to provide Relocation Benefits (as defined in
Paragraph 25(a) to the Tenant,

(k) Rights of Third Parties. Owner has not alienated, encumbered, transferred,
leased, assigned or otherwise conveyed its interest in the Property or any portion thereof except
as set forth in the Title Report, and shall not enter into any such agreement that will not be
removed prior to the Closing. There are no claims pending or threatened by any third party
against Owner or any Owner Party relating to the Property.
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(H Binding Agreement. This Agreement constitutes the legal, valid and
binding obligation of Owner and is enforceable in accordance with its terms against Owner
subject only to applicable bankruptcey, insolvency, reorganization, moratorium or similar laws or
equitable principles affecting or limiting the rights of contracting parties generally.

{(m)  Support of Project. As a material inducement to Optionee’s execution of
and performance under this Agreement, for so long as this Agreement remains in effect and is not
terminated prior to the Closing, Owner shall not challenge, oppose or impede, either directly or
indirectly, the Project, and shall use commercially reasonable efforts to cause the Owner’s Parties
not to challenge, oppose or impede the Project.

() Other. Neither this Agreement, nor any of the exhibits or schedules
hereto, nor any document, certificate or statement referred to herein or furnished to Optionee in
connection with the transaction contemplated herein (whether delivered prior to, simultaneously
with, or subsequent to the execution of this Agreement) contains any untrue statement of material
fact or, omits to state a material fact in any way concerning the Property or otherwise affecting or
concerning the transaction contemplated hereby.

13.  Optionee’s Representations and Warranties. Optionee hereby makes the
representations and warranties set forth in this Paragraph 13 for the benefit of Owner and its
successors and assigns. Optionee shall notify Owner in writing immediately if Optionee
becomes aware that any representation or warranty has become untrue or misleading in light of
information obtained by Optionee after the Agreement Date. Optionee shall indemnify, protect,
defend and hold harmless Owner from and against all Claims arising from or relating to any
misrepresentation made by Optionee in this Agreement or in any document, certificate or exhibit
given or delivered in connection herewith.

(2)  Authority. Optionee has all requisite power and authorify to enter into this
Agreement and to perform its obligations hereunder. The execution and delivery of this
Agreement by Optionee has been duly authorized.

() No Conflict. The execution and delivery of this Agreement and the
consummation of the transactions contemplated hereunder on the part of Optionee do not and
will not violate any applicable law, ordinance, statute, rule, regulation, order, decree or judgment,
conflict with or result in the breach of any material terms or provisions of, or constitute a default
under, or result in the creation or imposition of any lien, charge, or encumbrance upon any of the
property or assets of Optionee by reason of the terms of any contract, mortgage, lien, lease,
agreement, indenture, instrument or judgment to which Optionee is a party or which is or
purports to be binding upon Optionee or which otherwise affects Optionee, which will not be
discharged, assumed or released at the Closing. No action by any federal, state or municipal or
other governmental department, commission, board, bureau or instrumentality is necessary to
make this Agreement a valid instrument binding upon Optionee in accordance with its terms.

(©) Litigation. There are no claims, actions, suits or proceedings continuing,
pending or threatened, which would materially adversely affect Optionee or this transaction.
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(d) As-lIs Purchase; Release of Certain Claims. EXCEPT AS OTHERWISE
PROVIDED IN THIS AGREEMENT, OPTIONEE SPECIFICALLY ACKNOWILEDGES AND
AGREES THAT OWNER IS SELLING AND OPTIONEE IS PURCHASING THE
PROPERTY ON AN “AS IS WITH ALL FAULTS” BASIS, NO PATENT OR LATENT
DEFECTS ON THE PROPERTY WHETHER KNOWN NOW OR DISCOVERED LATER
SHALL AFFECT THIS AGREEMENT, AND THAT QPTIONEE IS NOT RELYING ON ANY
REPRESENTATIONS OR WARRANTIES OF ANY KIND WHATSOEVER, EXPRESS OR
IMPLIED, FROM OWNER, ITS AGENTS, OR ANY BROKERS AS TO ANY MATTERS
CONCERNING THE PROPERTY, INCLUDING WITHOUT LIMITATION: (i) the quality,
nature, adequacy and physical condition and aspects of the Property, including, but not limited to,
the structural elements, seismic aspects of the Property, foundation, roof, appurtenances, access,
landscaping, parking facilities and the electrical, mechanical, HVAC, plumbing, sewage, utility
systems, facilities and appliances, the square footage within the improvements on the Property,
(if) the quality, nature, adequacy, and physical condition of soils, geology, drainage, and any
groundwater, (iii) the existence, quality, nature, adequacy and physical condition of utilities
serving the Property, (iv) the development potential of the Property, and the Property’s use,
habitability, merchantability, or fitness, suitability, value or adequacy of the Property for any
particular purpose, (v) the zoning or other land use status of the Property, (vi) the compliance of
the Property or its operation with any applicable codes, laws, regulations, statutes, ordinances,
covenants, conditions and restrictions of any governmental or quasi-governmental entity or of
any other person or entity, (vii) the presence of Hazardous Materials on, under or about the
Property or the adjoining or neighboring properties, (viii) the quality of any labor and materials
used in any improvements on the Property, or (ix) the economics of the operation of the Property.

Without limiting the above, but subject to the provisions below relating to Reserved Claims,
effective on the Closing Optionee hereby waives its right to recover from, and forever releases
and discharges, Owner and Owner’s members, shareholders, partners, beneficiaries, successors
and assigns, and their respective heirs and personal representatives (collectively, the “Owner
Related Parties™), from any and all demands, claims, legal or administrative proceedings, losses,
liabilities, damages, penalties, fines, liens, judgments, costs or expenses whatsoever (including,
without limitation, attorneys’ fees and costs), whether direct or indirect, known or unknown,
foreseen or unforeseen, that may arise on account of or in any way be connected with (i) the
physical condition of the Property including, without limitation, all structural and seismic
elements, all mechanical, electrical, plumbing, sewage, heating, ventilating, air conditioning and
other systems, the environmental condition of the Property and Hazardous Materials on, under or
about the Property or on, under or about nearby properties, (ii) the quality, nature, adequacy, and
physical condition of soils, geology and any groundwater of the Property and nearby properties,
(iit) claims of any occupants of the Property against Owner or any Owner Related Party, (iv) the
existence, quality, nature, adequacy and physical condition of utilities serving the Property, (v)
the development potential of the Property, and the Property’s use, habitability, merchantability,
or fitness, suitability, value or adequacy of the Property for any particular purpose, (vi) the
zoning or other legal status of the Property or any other public or private restrictions on use of the
Property, (vii} the compliance of the Property or its operation with any applicable codes, laws,
regulations, statutes, ordinances, covenants, conditions and restrictions of any governmental or
quasi-governmental entity or of any other person or entity, (viii) the presence of Hazardous
Materials on, under or about the Property or the adjoining or neighboring property, (ix) the
quality of any labor and materials used in any improvements on the Property, (x) the condition of
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title to the Property, (xi) economics of the operation of the Property and (xii) any law or
regulation applicable to the use or operation of the Property, including, without limitation, the
Comprehensive Environmental Response, Compensation and Liability Act of 1980, as amended
(42 U.S.C. Sections 6901, et seq.), the Resources Conservation and Recovery Act of 1976 (42
U.S.C. Section 6901, et seq.), the Clean Water Act (33 U.S.C. Section 1251, et seq.), the Safe
Drinking Water Act (14 U.S.C. Section 1401, et seq.), the Hazardous Materials Transportation
Act (49 U.S.C. Section 1801, et seq.), and the Toxic Substance Control Act (15 U.S.C. Section
2601, et seq.), the California Hazardous Waste Control Law (California Health and Safety Code
Section 25100, et seq.), the Porter-Cologne Water Quality Conirol Act (California Water Code
Section 13000, et seq.), and the Safe Drinking Water and Toxic Enforcement Act of 1986
(California Health and Safety Code Section 25249.5, et seq.) and any other federal, state or local
taw.

In connection with the matters referred to above in this Paragraph 13(d),
Optionee on behalf of itself and its agents, successors and assigns, expressly waives all rights
under Section 1542 of the Civil Code of the State of California (“Section 1542”), or any other
federal or state statutory rights or rules, or principles of common law or equity, or those of any
jurisdietion, government, or political subdivision thereof, similar to Section 1542 (hereinafter
referred to as a “Similar Provision™). Thus, Optionee, its agents, successors and assigns, may
not invoke the benefits of Section 1542 or any Similar Provision in order to prosecute or assert in
any manner the matters referred to above. Section 1542 provides as follows: “A GENERAL
RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE CREDITOR DOES NOT KNOW
OR SUSPECT TO EXIST IN HIS OR HER FAVOR AT THE TIME OF EXECUTING THE
RELEASE, WHICH IF KNOWN BY HIM OR HER MUST HAVE MATERIALLY
AFFECTED HIS OR HER SETTLEMENT WITH THE DEBTOR.”

The preceding provisions of this Paragraph 13(d) shall not constitute a waiver of any
conditions precedent to Optionee’s obligations under this Agreement. In addition,
notwithstanding anything in this Paragraph 13(d) or any other provision herein to the contrary,
Optionee reserves all rights and claims that it may have under this Agreement or applicable law
with respect to the following (collectively, “Reserved Claims”): (a) fraud, willful misconduct,
or the criminal acts of Owner and its members, employees, agents, consultants and contractors
(collectively, “Owner’s Parties™); (b) claims based upon acts or omissions of Owner which
occur after the Closing; (c) any claims relating to dealings between Optionee and any Qwner
Party on transactions or matters relating to other properties; (d) any claims for breach of the
representations, warranties, covenants and other obligations expressly set forth in this
Agreement; or (e) claims for breach of the representations, warranties, covenants and other
obligations set forth in the Closing Documents.

14.  Brokers. Owner shall pay a brokerage commission to Cassidy Turley/BT
Commercial (the “Broker”) pursuant to a separate agreement between Owner and the Broker.
Except for the Broker referred to in this Paragraph 14, each party represents to the other that it
has not dealt with any other broker, agent, or finder for which a comumission or fee is payable in
connection with the transaction contemplated by this Agreement. Each party shall indemnify,
defend, protect and hold harmless the other from any Claims arising from such party’s breach of
its representation contained in this paragraph.
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15. Owner’s Operating Covenants,

(a) Contracts. Prior to the Closing, Owner shail terminate all Contracts,
except for the Contracts that Owner agrees to assign to Optionee and that Optionee agrees to
assume. Optionee shall notify Owner of those Contracts, if any, that Optionee wishes to assume
within thirty (30) days after receipt of such Contracts. If Optionee fails to notify Owner of its
election to assume any of the Contracts within such thirty (30) day period, Optionee shall be
deemed to have elected not to assume any of the Contracts. Those Contracts that Optionee
expressly elects to assume, if any, shall be identified in an exhibit to the Assignment and
assigned to and assumed by Optionee pursuant to the Assignment.

(b)  Leases. From and after the Agreement Date, Owner shall not execute any
new leases or modify or amend the Existing Lease, except with Optionee’s written approval,
which approval may be withheld in Optionee’s sole and absolute discretion. Owner shall not
consent to any sublease or occupancy (other than by Tenant), except with Optionee’s written
approval, which approval may be withheld in Optionee’s sole and absolute discretion.

(c) Other Operating Covenants. From and afier the Agreement Date, Owner
shall not encumber the Property with any liens, encumbrances or other instruments creating a
cloud on title or securing a monetary obligation that will survive the Closing. Owner shall
maintain the Real Property in substantially the same condition as it exists as of the Agreement
Date. Owner shall timely discharge, prior to the Closing, any and all obligations relating to work
performed on or conducted at or materials delivered to the Real Property from time to time by
Owner, or at Qwner’s direction or on its behalf, in order to prevent the filing of any claim or
mechanic’s lien with respect to such work or materials, and shall indemnify and hold Optionee
harmless from any Claims or liens filed or otherwise claimed, in connection with any work, labor
and/or materials performed on or furnished by, through or under Owner prior to the Closing.
Until the Closing, Owner shall keep in full force and effect all existing insurance policies
affecting the Real Property.

16.  Assignment. Optionee may assign this Agreement and its rights and obligations
hereunder by delivery to Owner of written notice of such assignment, provided that such assignee
expressly assumes all of the obligations and liabilities of Optionee under this Agreement arising
or accruing after the date of such assignment. If Optionee assigns this Agreement, then the
closing documents to be delivered by Optionee and Owner shall be modified so that the
assignee’s name is substituted in lieu of the name of Optionee. Subject to the preceding
provisions of this Paragraph 16, this Agreement shall be binding upon and shall inure to the
benefit of the successors and permitted assigns of the parties to this Agreement.

17.  Memorandum of Agreement. At Optionee’s request Owner shall execute and
acknowledge a Memorandum of this Agreement substantially in the form attached hereto as
Exhibit B (the “Memorardum”), and Optionee shall be entitled to record same in the official
land records of the County. If Optionee fails to exercise the Option within the Option Term, or if
this Agreement otherwise terminates for reasons other than Owner’s default, Optionee shall
execute a quitclaim deed sufficient to release the Memorandum from the Property.
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18. Entire Agreement; Amendments. This Agreement and the exhibits hereto set
forth all of the promises, covenants, agreements, conditions and undertakings between the parties
hereto with respect to the subject matter hereof, and supersede all prior and contemporaneous
agreements and understandings, inducements or conditions, express or implied, oral or written,
except as contained herein. This Agreement may not be changed orally but only by an agreement
in writing, duly executed by or on behalf of the party or parties against whom enforcement of any
waiver, change, modification, consent or discharge is sought.

19.  Attorneys’ Fees. 1f a legal action, suit, or proceeding is brought by Optionee or
Owner to enforce or interpret any of the provisions of this Agreement, or otherwise with regard
to the Escrow or the Property, the prevailing party shall be entitled to recover all costs and
reasonable attorneys’ fees incurred in connection therewith, “Prevailing party” within the
meaning of this paragraph shall include, without limitation, a party who brings an action against
the other after the other party is in breach or default, if such action is dismissed upon the other
party’s payment of the sums allegedly due or performance of the covenant allegedly breached, or
if the party commencing such action or proceeding obtains substantially the relief sought by it in
such action whether or not such action proceeds to a final judgment or determination.

20.  Optionee’s Remedies. Notwithstanding anything to the contrary contained in this
Agreement, if the Closing does not occur as the result of the Owner’s default of its obligation to
deliver title to the Property to Optionee in the manner required hereby or Owner otherwise
breaches its obligations to consummate the Closing in accordance with this Agreement, Optionee
shall be entitled to pursue all available legal and equitable remedies, including without limitation
(a) recovery of all Deposits made by Optionee plus claims for additional damages attributable to
such breach or defauit by Owner (but only to the extent such claims for additional damages do
not exceed One Hundred Thousand Dollars ($100,000)) and (b) specific performance of this
Agreement. The foregoing limitations on damages shall not apply to any claims arising from
fraud, willful misconduct, or criminal conduct of Owner and shall not limit Optionee’s recovery
of attorneys’ fees or other amounts pursuant to Paragraph 19.

21.  Cure Period. Notwithstanding the provisions of Paragraph 20 or any other
provision of this Agreement, no default by either party hereto shall result in a termination or
limitation of any rights of such party hereunder unless and until the other party shall have
notified the defaulting party in writing of such default, and the defaulting party shall have failed
to cure such default within ten (10) days after the receipt of such written notice; provided that,
where a non-monetary default cannot reasonably be cured within such ten (10) day period, the
defaulting party shall not be in defauit if defaulting party commences such cure within the ten
(10) day period and thereafler diligently prosecutes such cure to completion. In addition, if
Optionee fails to either exercise the Option pursuant to Paragraph 2(c) or to extend the Option
Term by exercising an Extension Option pursuant to Paragraph 2(b), then notwithstanding any
provision of this Agreement to the contrary, the Option shall not be deemed to have lapsed or
terminated unless Optionee fails to either (a) exercise the Option pursuant to Paragraph 2(c) or
(b) to exercise an Extension Option and to deposit the applicable Additional Deposit required by
Paragraph 2(b) within ten (10) days after Optionee receives written notice from Owner of either
such failure. Notwithstanding the above, the failure by Optionee to consummate the Closing
(for reasons other than Owner’s default or the failure of a condition to closing specified in
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Paragraph 10) on or before the Closing Date shall result in immediate termination and no such
notice shall be required or cure period provided.

22, Entire Agreement. This Agreement constitutes the entire agreement of the parties
relating to the subject matter hereof and no representation, inducement, promise, or agreement,
oral or written, between the parties not embodied in this Agreement, will be of any effect. This
Agreement supersedes and cancels any and all prior or contemporaneous negotiations,
arrangements, representations and understanding, oral or written, if any, between the parties,
relating to the subject matter of this Agreement.

23.  Risk of Loss. Until the Closing, Owner shall assume all risk of loss with respect
to the Real Property. If after the Agreement Date and prior to the Closing all or any part of the
Real Property is destroyed by fire, earthquake or other casualty, Optionee shall within ten (10)
business days after receipt of written notice from Owner of such casualty (but in all events at
least one (1) day before the Closing Date) irrevocably elect either (2) to terminate this Agreement
or (b) to keep this Agreement in effect, in which event if the Closing occurs Owner shali pay or
assign to Optionee all insurance proceeds paid or payable to Owner (to the extent not previously
expended in an effort to restore the Real Property) as a consequence of such casualty, and the
Purchase Price shall be reduced by the amount of any deductibie or other uninsured loss. If
Optionee fails to timely elect either the option in clause (a) or in clause (b) above, then Optionee
shall be deemed to have irrevocably elected the option in clause (b) above. If this Agreement is
terminated pursuant to this paragraph, then (i) if the termination relates to a casualty occurring
during the Initial Option Term, all the Deposits and interest earned thereon while in Escrow shall
be returned to Optionee, (ii) if the termination relates to a casualty occurring after the expiration
of the Initial Option Term, all the Deposits previously released to Owner shall be retained by
Owner, and (iii) neither party shall have any further rights, duties, obligations or liabilities, at law
or in equity, arising out of or relating to this Agreement except for those that specifically survive
termination of this Agreement pursuant to other paragraphs hereof. Notwithstanding the above,
if the damage to the Real Property does not exceed Two Hundred Thousand Dollars ($200,000),
then Optionee shall not have the right to terminate this Agreement pursuant to clause (a) above
and shall be deemed to have irrevocably elected to keep this Agreement in effect pursuant to
clause (b) above,

24, Miscellaneous.

(a) Time of the Essence. Time is of the essence of this Agreement.

(b)  Dates. Any time period to be computed pursuant to this Agreement shall
be computed by excluding the first day and including the last day. If the last day falls on a
Saturday, Sunday or holiday, the last day shall be extended until the next business day that the
Escrow Holder is open for business. As used herein, the term “days” means calendar days and
the term “business days” means all calendar days other than Saturdays, Sundays, or holidays
observed by Escrow Holder.

(c) Governing Law. This Agreement shall be governed by the law of the State
of California. Owner and Optionee agree that all suits or actions of any kind brought to interpret
or enforce the terms of, or otherwise arising out of or relating to this Agreement shall be filed and
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litigated solely in the state court in the county in which the Real Property is located or if such suit
or action cannot be filed and or litigated in state court, then in the federal court located closest to
the Real Property. Each party hereby consents to the personal and subject matter jurisdiction of
said courts. Owner and Optionee agree that San Mateo County shall for ali purposes be
considered the place in which this Agreement was entered into, notwithstanding the order in
which, or the location or locations at which, it may have been executed or delivered.

(d)  Notices. All notices or demands which either party is required or desires
to give to the other shall be given in writing by certified mail, return receipt requested with the
appropriate postage paid, by personal delivery, by facsimile (provided receipt of a facsimile
transmission is confirmed telephonically or otherwise) or by private overnight courier service to
the address or facsimile number set forth below for the respective party, or such other address or
facsimile number as either party may designate by written notice to the other. All such notices or
demands shall be effective as of actual receipt or refusal of delivery. Should any act or notice
required hereunder fall due on a weekend or holiday, the time for performance shall be extended
to the next business day. Notwithstanding the foregoing, if Optionee elects to exercises an
Extension Option pursuant to Paragraph 2(b), Optionee may elect to give notice of such
election to Escrow Holder and Owner by email so long as Optionee makes the required
Additional Deposit as and when required by Paragraph 2(b).

To Owner: Chemical Way Properties, LLC.
¢/o Capital Strategies Group, LLC
92 Natoma Street, Suite 303
San Francisco, California 94063
Fax: (415)901-4421
Attn: Mr. Bob Corbolotti

To Optionee: City of Redwood City
1017 Middlefield Road
Redwood City, California 94063
Fax: (650) 780-5963
Attn:  City Manager

With copies to: City of Redwood City
1017 Middlefield Road
Redwood City, California 94063
Fax: (650) 780-5963
Attn:  City Attorney

And to: Heffernan Seubert & French LLP
1075 Curtis Street
Menlo Park CA 94025
Fax: (650) 322-2976
Attn:  Daniel K. Seubert

(e) Severability. If any provision of this Agreement is held by a court of
competent jurisdiction to be invalid or unenforceable, the remainder of this Agreement shall
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continue in full force and effect and shall in no way be impaired or invalidated, and the parties
agree to substitute for the invalid or unenforceable provision a valid and enforceable provision
that most closely approximates the intent and economic effect of the invalid or unenforceable
provision.

H No Third-Party Beneficiaries. The provisions of this Agreement and of
the documents to be executed and delivered at Closing are and will be for the benefit of Qwner
and Optionee only and are not for the benefit of any third party ; and, accordingly, no third party
shall have the right to enforce the provisions of this Agreement or of the documents to be
executed and delivered at Closing.

(g) No Fiduciary Relationships. Owner is not the agent or representative of
Optionee and Optionee is not the agent or representative of Owner, and nothing in this
Agreement will be construed to make Optionee liable to anyone for goods delivered or services
performed at the Real Property or for debts or claims accruing against Owner., Nothing in this
Agreement will be construed to create any privity of contract or other relationship between
Optionee and anyone supplying labor or materials to the Real Property. Nothing in this
Agreement, nor the acts of the parties, will be construed to create a partnership or joint venture
between Owner and Optionee.

(h)  Further Assurances. Each party shall execute, acknowledge, and deliver,
after the Agreement Date, including at or after the Closing, such further assurances, instruments
and documents as the other may reasonably request in order to fulfill the intent of this Agreement
and the transactions contemplated hereby.

i) Counterparts. This Agreement may be executed simultaneously in
counterparts, each of which shall be deemed an original, but all of which together shall constitute
one and the same instrument.

)] Survival. Unless otherwise expressly stated in this Agreement, the
warranties, representations and covenants of Owner and Optionee shall survive the Closing and
delivery of the Grant Deed.

(k)  Waiver of Covenants, Conditions or Remedies. The waiver by one party
of the performance of any covenant, condition or promise, or of the time for performing any act,
under this Agreement shall not invalidate this Agreement nor shall it be considered a waiver by
such party of any other covenant, condition or promise, or of the time for performing any other
act required, under this Agreement. The exercise of any remedy provided in this Agreement shall
not be a waiver of any consistent remedy provided by law, and the provisions of this Agreement
for any remedy shall not exclude any other consistent remedies unless they are expressly
excluded.

() Construction. The paragraph and section headings and captions of this
Agreement are, and the arrangement of this instrument is, for the sole convenience of the parties
to this Agreement. The paragraph headings, captions, and arrangement of this instrument do not
in any way affect, limit, amplify, or modify the terms and provisions of this Agreement. The
singular form will include plural, and vice versa. Each term, condition or provision hereof has
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been freely negotiated and shall be equally binding upon Owner and Optionee and no such term,
condition or provision shall be construed against either party hereto solely because such term,
condition or provision was initially drafted or prepared by such party. Unless otherwise
indicated, all references to paragraphs or sections are to this Agreement. All exhibits, schedules,
addenda and attachments referred to in this Agreement are attached to it and incorporated in it by
this reference. Any gender used shall be deemed to refer to any other gender more grammatically
applicable to the party to whom such use of gender relates.

(m)  Amendments. No amendment to this Agreement will be binding on any of
the parties to this Agreement unless the amendment is in writing and executed by all parties. No
acts or omissions of any employee or agent of the parties or any broker, if any, shall alter, change
or modify any of the provisions of this Agreement.

(1) Non-Liability of Officials. No officer, official, member, employee, agent,
or representatives of Optionee shall be liable for any amounts due hereunder, and no judgment or
execution thereon entered in any action hereon shall be personally enforced against any such
official, member, employee, agent, or representative.

(0) Owner’s Tax Deferred Exchange. Owner may desire to effect a tax-
deferred exchange with respect to its disposition of the Property (“Owner’s Exchange”)
pursuant to Section 1031 of the Internal Revenue Code. Owner’s Exchange will be structured by
Owner at its sole cost and expense and Optionee will have no obligation to acquire or enter into
the chain of title to any property other than the Property. Optionee’s sole obligation in
connection with Owner’s Exchange shall be to review and execute such documentation as is
reasonably necessary in order to effectuate Owner’s Exchange in accordance with the foregoing
and the applicable rules governing such exchanges. Optionee’s cooperation with Owner’s
Exchange shall not affect or diminish Optionee’s rights under this Agreement, delay the Closing
or be construed as Optionee’s warranty that Owner’s Exchange in fact complies with
Section 1031 of the Internal Revenue Code. Optionee shall have the right to review and
reasonably approve any documents to be executed by Optionee in connection with Owner’s
Exchange. Acceptance of title to the Property from Owner’s designated intermediary shall not
modify Owner’s representations, warranties and covenants to Optionee under this Agreement or
the survival thereof pursuant to this Agreement. The Grant Deed and all closing documents shall
run directly between QOwner and Optionee. Owner is relying solely upon the advice and counsel
of professionals of Owner’s choice in structuring, executing and consummating Owner’s
Exchange.,

) Advice of Advisors. Each party to this Agreement acknowledges and
agrees that it has obtained and relied upon its own legal counsel and other advisors to evaluate
the tax, accounting and legal consequences of entering into this Agreement and consummating
the transactions contemplated hereby, and, except as set forth in this Agreement, neither party is
relying on any representations or warranties of the other party to this Agreement.

25. Owner’s Waivers.

{(a) Waiver of Relocation Assistance. Optionee’s payment to Owner of the
Purchase Price and Relocation Compensation shall constitute full and complete satisfaction of
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any obligation Optionee may have for providing relocation assistance to Owner and paying its
relocation costs, if any, required to comply with all applicable federal, state and local laws, rules
and regulations arising out of, based upon, or relating to, relocation assistance or benefits owing
under the Uniform Relocation Assistance and Real Property Acquisition Policies Act of 1970, 42
U.S.C. Section 4601 et seq., and the California Relocation Act, Govt. Code Section 7260 et seq.,
and its implementing regulations, 25 Cal. Code Regs. Section 6000 et seq. or under any other
federal, state or local relocation statutes, regulations or guidelines, including but not limited to,
any such regulations or guidelines of the City of Redwood City or the County of San Mateo
(collectively, “Relocation Benefits”). Accordingly, Owner, for itself and for its agents,
successors, assigns, fully releases, acquits and discharges Optionee and its officers, officials,
members, directors, council members, employees, attorneys, accountants, other professionals,
insurers, and agents, and all entities, boards, commissions, and bodies related to any of them
{collectively, the “Released Parties”), from all Claims that Owner, or any of them, has or may
have against the Released Parties for all Relocation Benefits arising out of or related to
Optionee’s acquisition of the Property, the termination of the Existing Lease, the execution and
termination of the New Lease, or the displacement of Owner or the Tenant (or any person
claiming under Owner or the Tenant) from the Property. In addition, at the Closing, Owner
assumes all obligations on the part of Optionee (and its successors and assigns) and all other
governmental entities to provide Relocation Benefits to the Tenant.

(b) Waiver of Property Rights and Interests. Upon receipt by Owner of the
Purchase Price and the Relocation Compensation, Owner for itself and for its agents, successors
and assigns fully releases, acquits and discharges Optionee and the Released Parties from all
Claims that Owner, its agents, successors and assigns has or may have against the Released
Parties arising out of or related to Optionee’s acquisition of the Property, the termination of the
Existing Lease, the execution and termination of the New Lease, or the displacement of Owner
from the Property including, without limitation, all of Owner’s property rights and interests in the
Property, including but not limited to (i) all leasehold interests and rights of tenancy or
occupancy, (i1} all improvements, including improvements pertaining to the realty, furniture,
fixture, and equipment, (iii) business goodwill and lost income (past or future) relating to the
Property, (iv) Owner’s failure to locate a suitable replacement location, {v) lost rental income or
sublease or license income, (vi) severance damages and pre-condemnation damages, if any, (vii)
economic or consequential damages, (viii) professional consultant fees, attorney’s fees and costs,
expert witness fees and costs, interest, and (ix) all other costs, and any and all compensable
interests, and/or damages, and/or claims, of any kind and nature, claimed or to be claimed,
suffered or to be suffered, by Owner, its agents, successors and assigns by reason of Optionee’s
acquisition of the Property, the termination of the Existing Lease, the execution and termination
of the New Lease, or Owner’s or the Tenant’s displacement from the Property. Notwithstanding
the above, Optionee and the Released Parties shall not be released from any obligations to
indemnify or hold harmtess Owner or Owner’s Parties to the extent otherwise provided in this
Agreement.

(c) Waiver of Civil Code Section 1542. Owner, on behalf of itself and its
agents, successors and assigns, expressly waives all rights under Section 1542 of the Civil Code
of the State of California (“Section 1542”), or any other federal or state statutory rights or rules,
or principles of common law or equity, or those of any jurisdiction, government, or political
subdivision thereof, similar to Section 1542 (hereinafter referred to as a “Similar Provision™).
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Thus, Owner and its agents, successors and assigns, and any business, enterprise, or venture in
which they are involved, may not invoke the benefits of Section 1542 or any Similar Provision in
order to prosecute or assert in any manner the matters Released in Paragraph 25(a) or
Paragraph 25(b) above. Section 1542 provides as follows:

“A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE CREDITOR
DOES NOT KNOW OR SUSPECT TO EXIST IN HIS OR HER FAVOR AT THE TIME OF
EXECUTING THE RELEASE, WHICH IF KNOWN BY HIM OR HER MUST HAVE
MATERIALLY AFFECTED HIS OR HER SETTLEMENT WITH THE DEBTOR.”

J
Owner’s Initials: ‘ﬁé

(d) Indemnification. Owner acknowledges that Optionee is relying on
Owner’s representation and warranty that, other than the Existing Lease, Owner has not executed
and is unaware of any other leases, tenancies, subleases, or occupancy agreements affecting the
Property (“Owner’s Occupancy Representation”). In the event that Owner’s Occupancy
Representation is untrue, then without limiting Optionee’s recourse for Owner’s breach of
Owner’s Occupancy Representation, if such other tenants or occupants shall be entitled to
Relocation Benefits, Owner shall have the sole and exclusive responsibility for providing all such
Relocation Benefits and paying all relocation costs required to comply with all applicable federal
and state laws, rules, and regulations and satisfying all Claims of such parties. In addition,
Owner shall have the sole and exclusive responsibility for providing all Relocation Benefits to
which the Tenant is entitled, and paying all the Tenant’s relocation costs required to comply with
all applicable federal and state laws, rules, and regulations, and otherwise satisfying all Claims of
Tenant for such Relocation Benefits. Owner hereby agrees to indemnify, defend, protect and
hold the Released Parties harmless from and against any Claims asserted against or sustained by
the Released Parties arising from (i) the termination of the Existing Lease (including without
limitation any Claims by the Tenant for Relocation Benefits and inverse condemnation), (ii) the
termination of the New Lease in accordance with its terms (including without limitation any
Claims by the Tenant for Relocation Benefits and inverse condemnation), and (iii) Owner’s
breach of the Owner’s Occupancy Representation, including without limitation claims for
Relocation Benefits and inverse condemnation.

26.  Offer and Acceptance. Owner has executed and delivered this Agreement as of
the Agreement Date. Owner’s execution and delivery of this Agreement to Optionee constitutes
an offer to Optionee on the terms and conditions set forth in this Agreement (the “Offer”™). The
Offer may be accepted only (a) following approval of the transactions contemplated by this
Agreement by the City Council of The City of Redwood City and (b) by Optionee’s execution of
this Agreement in the signature block set forth below and the delivery of this Agreement to
Owner. If Optionee does not accept the Offer by executing this Agreement and delivering it to
Owner on or before October 20, 2010, Owner shall have the right to revoke the Offer by written
notice to Optionee,

[Remainder of this page intentionally left blank]
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IN WITNESS WHEREOF, the parties hereto have executed and delivered this Agreement
as of the dates set forth below.

“OWNER”

CHEMICAL WAY PROPERTIES, LLC,
a California limited liability company

By: ; ' 77 Py s’ Pl
t/ . .
lis: 772y 2 e o

Dated: ,/67‘“"’ T -

“OPTIONEE”

CITY OF REDWOOD CITY,

a charter :iyfwﬂ corporation of the State of California

Poefert Tngaun
Its: CAJW\ W\(wxw a8
pateas () RIS \7,‘ 2010
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JOINDER AND ACCEPTANCE BY TENANT

The undersigned, Continental Tool Company, Inc., hereby acknowledges that it has received a
copy of the foregoing Real Estate Option Agreement (the “Agreement”) between THE CITY OF
REDWQOD CITY, a charter city and a municipal corporation of the State of California (“Optionee™),
and CHEMICAL WAY PROPERTIES, LLC, a California limited liability company (“Owner™).
Capitalized terms used but not defined in this Joinder and Acceptance by Tenant (the “Joinder”) shall
have the meanings given to such terms in the Agreement. For the benefit of Owner and Optionee, Tenant
hereby represents, warrants and agrees as follows:

I Tenant and Owner are affiliated companies. Tenant currently leases the real property
located at 20 Chemical Way, in the City of Redwood City, California (the “Property”) pursuant to a
lease agreement between Tenant and Owner (the “Existing Lease™). Tenant has not assigned the
Existing Lease, subleased the Property or otherwise granted rights of occupancy or possession to any
other party.

2 If Optionee {or its successor or assignee) consummates the purchase of the Property
from Owner, then effective as of the Closing of the Escrow for such sale, the Existing Lease (a) shall be
terminated (and if requested, the Tenant will execute such agreements or other documentation reasonably
requested by Owner, Optionee and/or the Escrow Holder to confirm such termination), (b) the Optionee
(or its successor or assignee) shall lease back the Property to the Tenant pursuant to a lease agreement to
be executed and delivered by Optionee (or its successor or assignee) and the Tenant through the Escrow,
in the form of Exhibit F attached to the Agreement (the “New Lease™), and (c) Optionee shall deposit in
Escrow (for release to Owner upon the Closing) the sum of One Million Dollars ($1,000,000) (the
“Relocation Compensation™), subject to Owner’s right to reallocate some or all of the Relocation
Compensation to the Purchase Price for the Property, as full and complete compensation to cover all of
Owner’s and Tenant’s costs to relocate their businesses to other locations and for disruption of such
businesses. Tenant shall look solely to Owner (and not to Optionee or its successors or assigns) for the
payment or provision of all Relocation Benefits (as defined in the New Lease).

3 Provided the conditions referred to in Paragraph 2 above have been satisfied, Tenant
shall execute and deliver the New Lease through the Escrow (together with appropriate escrow
instructions) and the Hazardous Materials Disclosure Certificate contemnplated thereby. Tenant
acknowledges that it has had the opportunity to review the New Lease and the Agreement with counsel or
other advisors of its choice and that Tenant approves all terms and conditions thereof, including without
limitation the terms and conditions relating to the landlord’s right to terminate the New Lease upon six
months’ notice and the Tenant’s waiver of all Relocation Benefits. Prior to the Closing, Tenant further
agrees to provide Owner, Optionee, and the Escrow Holder with estoppel certificates in the form required
by the Existing Lease or as otherwise reasonably requested by Optionee.

4. The undersigned executing this Joinder have full authority to bind the Tenant. Tenant
acknowledges that Owner and Optionee are relying on the promises of Tenant set forth in this Joinder
and that absent such promises they would not execute the Agreement.

/ :
Dated: /) — 7 S Continental Tool Company, Inc.
- -
By: k!_/‘/;ww %ggc"—‘”{’éj@
Name: J:n//; sy A Y VLT Szt

By:
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ACCEPTANCE BY ESCROW HOLDER

First American Title Insurance Company hereby acknowledges that it has received a fully
executed counterpart of the foregoing Real Estate Option Agreement (“Contract”) and agrees to
act as Escrow Holder or agent under the Contract and to be bound by and perform the terms
thereof as such terms apply to Escrow Holder,

Dated: _[0-1% - Loy0 First American Title Insurance Company

By: //,7 - ,/7

Name; //’//%’7‘ J 7 S
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EXHIBIT A
DESCRIPTION OF REAL PROPERTY

LEGAL DESCRIPTION
Red property in the Gty of Redwoad Gly, County of San Maleo, Stale of Cdifornia, described as
Follows:
PARCEL ONE:

PORTION OF LOT 4 &5 SAID LOT IS SHOWN ON THAT CERTAIN MAP ENTITLED "WOODHOUSE
INDUSTRIAL PARK, REDWOOD (ITY, CALIFORNIA', FILED IN THE OFFICE GF THE COUNTY
RECCRDER OF SAN MATEQ COUNTY, STATE OF CALIFORNEA, ON JUNE 17, 1966 IN BOCK 65
OF MAPS AT PAGE 3, SAID PORTION OF LOT 4 BEING MORE PARTICULARLY DESCRIBED AS
FOLLOWS:

BEGINNING AT THE NORTHWESTERLY CORNER OF SAID LOT 4;

THENCE SOUTHEASTERLY &.ONG THE NORTHEASTERLY LINE OF SAID LOT AND ALONG THE
SOUTHWESTERLY LINE OF CHEMICAL WAY, AS SAID WAY IS SHOWN ON THE ABOVE
MENTIONED MAP, SOUTH 55° 13' 12" EAST 44.61 FEET TO THE BEGINNING, OF A TANGENT
CURVE TO THE RIGHT;

THENCE ALONG SAID CURVE, HAVING & RADILS OF 98 FEET, THROUGH & CENTRAL ANGLE OF
66° 28' 12" A ARC LENGTH OF 113,69 FEET TO THE BEGINNING OF & COMPOLND CLRVE;
THENCE ALONG THE LAST SAID CURVE, HAYING A RADIUS OF 50 FEET, THROUGH & CENTRAL
ANGLE OF 43° 56' 35" AN ARC LENG TH OF 38.38 FEET TO THE BEGINNING OF A& REVERSE
CURVE;

THENCE ALONG THE LAST SAID CURVE, HAVING A RADIUS OF 57 FEET, THROUGH A CENTRAL
ANGLE OF 47° 37' 55" AN ARC LENGTH OF 47.39 FEET;

THENCE LEAVING SAID NORTHEASTERLY LINE OF LOT 4 AND SAID SOUTHWESTERLY LINE OF
CHEMICAL WAY ON A NON-RADIAL LINE, SOUTH 67° 30' 00" WE ST 45,66 FEET;

THENCE NORTH 59° 09' 15" WEST 10083 FEET 7O A PCINT ON THE NORTHWESTERLY LINE
OF SAID LOT 4;

THENCE ALONG THE LAST SAID LINE, NORTH 30° 50' 45" EAST 188.03 FEET TO THE POINT OF
BEGINNING.

PARCEL TWO!

PORTION OF LOT 4 45 SAID LOT IS SHOWN ON THAT CERTAIN MAP ENTITLED "WOODHOUSE
INDUSTRIAL PARK, REDWOCD ITY, CALIFORNIA", FILED IN THE OFFICE OF THE COUNTY
RECORDER OF SAN MATEQ COUNTY ON 1INE 17, 1966 IN BOOK 65 OF MAPS AT PAGE 3, SAID
PORTION OF LOT 4 BEING MORE PARTICQJLARLY DESCRIBED AS FOLLOWS:

BEGINNING AT THE SOUTHWESTERLY CORNER QF 51D LOT 4; THENCE ALONG THE
NORTHWESTERLY LINE OF SAID LOT, NORTH 30° B0' 45" EAST 17361 FEET; THENCE LEAVING
THE LAST SAID LINE, SOUTH 59° 09" 15" EAST 100,83 FEET; THENCE NORTH 67° 30' 00" EAST
4566 FEET 70 APCINT ON THE SOUTHWESTERLY LINE OF CHEMICAL WAY, AS SAID WAY IS
SHOWN ON THE ABOVE MENTIONED MAP; THENCE SOUTHEASTERLY ALONG SAID
SOUTHWESTERLY LINE OF CHEMICAL WaY, ALONG THE ARC OF A CLIRVE TO THE LEFT,
TANGENT TO A BEARING OF SOUTH 7° 35 36" WEST, SAID CURVE HAVING A RADIUS OF 57
FEET, THROUGH A CENTRAL ANGLE OF 52° 10' 61", AN ARC LENGTH OF 51.90 FEET; THENCE
LEAVING SAID SOLITH- WESTERLY LINE OF CHEMICAL WAY, SOUTH 67° 30' 00" WEST 9849
FEET; THENCE SOUTH 30° 11 59" WEST 97,35 FEET TO & POINT ON THE SOUTHWESTERLY
LINE OF SAID LOT 4; THENCE NORTHWESTERLY ALONG THE LAST SAID LINE, NORTH 59 48'
01" WEST 108.42 FEET TO THE POINT OF BEGINNING

APN: D52-392-240-9 {Parcel One) and 052-392-270-6 (Parcd Two)
JPN: 052-039-392- 244 and 052-039-392-274
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EXHIBIT B
MEMORANDUM OF OPTION AGREEMENT

Recording Requested by and:
When Recorded Return to:

This Space For Recorder's Use Only

MEMORANDUM OF REAL ESTATE OPTION AGREEMENT

By this Memorandum of Real Estate Option Agreement (this “Memorandum™) dated as
of , 2010, (“Owner”), and THE CITY OF REDWOOD CITY,
a charter city and municipal corporation of the State of California (“Optionee™), acknowledge
and agree to the following:

1. Real Estate Option Agreement. Pursuant to the terms of that certain unrecorded
Real Estate Option Agreement (the “Option Agreement”), by and between Owner and Optionee,
dated as of ,» Owner has granted to Optionee the exclusive right and option to
purchase that certain real property, consisting of approximately acres, having Assessor
Parcel No. , located in the City of , County of , State of
California, as more particularly described on Exhibit A attached hereto (the “Property™).

2. Term. The term of the Option Agreement, and any rights or interest of Optionee
in and to the Property created hereby, shall begin on the date of this Memorandum, and shall end
no later than December 31, 2011, and may end earlier as provided in the Option Agreement.

3. Price and Terms. The price and other terms are set forth in the Option Agreement,
all of the terms, covenants and conditions of which are incorporated herein by reference as
though set forth fully herein. In the event of any inconsistency between this Memorandum and
the Option Agreement, the Option Agreement shall control. All capitalized terms used herein
and not otherwise defined herein shall have the same meaning as is set forth in the Purchaser
Agreement.

4. Effect. Owner and Optionee have executed and recorded this Memorandum for
the purpose of imparting notice of the Option Agreement and the respective rights and
obligations of Owner and Optionee thereunder. The obligations of Owner and Optionee to be
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performed under the Option Agreement and this Memorandum, whether to be performed on the
Property or elsewhere and whether such obligations are affirmative or negative in nature, are
intended to and shall bind Owner and Optionee and shall bind and inure to the benefit of and
their respective heirs, successors and assigns.

IN WITNESS WHEREOF, Owner and Optionee have signed this Memorandum of
Option Agreement dated as of the date first set forth above.

OWNER:

Name:

Its:

OPTIONEE:

CITY OF REDWOOD CITY, a charter city and
municipal corporation of the State of California

By:

Name:

Its:

Optior Agreement 20 Chemical
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State of California

County of

On before me

Personally
appeared

who proved to me on the basis of satisfactory evidence to be the person(s) whose name(s) isfare
subscribed to the within instrument and acknowledged to me that hefshe/they executed the same in
his/her/their authorized capacity(ies) and that by his’her/their sipnature(s) on the instrument the
person(s), or the entity upon behalf of which the person(s) acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing
paragraph is true and correct.

WITNESS my hand and official seal.

Signature (seal)

State of California

County of

On before e

Personally
appeared

who proved to me on the basis of satisfactory evidence to be the person(s) whose name(s} is/are
subscribed to the within instrument and acknowledged to me that he/she/they executed the same in
his/her/their anthorized capacity(ies) and that by his/her/their signature(s) on the instrument the
person(s), or the entity upon behalf of which the person(s) acted, executed the instrument,

I certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing
paragraph is true and correct.

WITNESS my hand and official seal.

Signature (seal)
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LEGAL DESCRIPTIDN

Red property in the Gty of Redwood Gy, County of San Mateo, State of Cdifornia, deseribed as
follows:

PARCEL ONE:

PORTION OF LOT 4 AS SAID LOT IS SHOWRN ON THAT CERTAIN MAP ENTITLED "WOODHOUSE
INDUSTRIAL PARK, REDWOCD O TY, CALIFORNIA", FILED IN THE OFFICE OF THE COUNTY
RECORDER OF SAN MATEQ COUNTY, STATE OF CALIFORNIA, ON JUNE L7, 1966 IN BOOK 65
OF MAPS AT PAGE 3, SAID PORTION OF LOT 4 BEING MCORE PARTICULARLY DESCRIBED 45
FOLLOWS!

BEGINNENG AT THE NORTHWESTERL Y CORNER OF SAID LOT 4;

THENCE SOUTHEASTERLY ALONG THE NORTHEASTERLY LINE OF SAID LOT AND ALONG THE
SOUTHWESTERLY LINE OF CHEMICAL WAY, AS SAID WAY IS SHOWN ON THE ABOVE
MENTIONED MAP, SOUTH 550 13' 12" EAST 44.61 FEET TO THE BEGINNING, OF A TANGENT
CURVE TO THE RIGHT;

THENCE ALONG SAID CURYE, HAVING A RADILS OF 58 FEET, THROUGH A CENTRAL ANGLE OF
66° 20' 12" AN ARC LENGTH OF 113,69 FEET TO THE BEGINNING OF A COMPOUND CLRVE;
THENCE ALONG THE LAST SAID CURVE, HAYING & RADIUS OF 50 FEET, THROUGH A& CENTRAL
ANGLE OF 43° 5B’ 35" AN ARC LENGTH OF 38.38 FEET TO THE BEGINNING OF A REVERSE
CLRVE;

THENCE ALONG THE LAST SAID CURVE, HAYING A RADIUS OF 57 FEET, THROUGH A CENTRAL
ANGLE OF 47° 37' 59" AN ARC LENGTH OF 47,39 FEET;

THENCE LEAYING SAID NORTHEASTERLY LINE OF LOT 4 AND SAID SOUTHWESTERLY LINE OF
CHEMICAL WAY ON A NON-RADIAL LINE, SOUTH 67° 30 00" WEST 45,66 FEET;

THENCE NORTH 59° 09' 15" WEST 100.83 FEET TO A POINT ON THE NORTHWESTERLY LINE
OF SAID LOT 4;

THENCE ALONG THE LAST SAID LINE, NORTH 30° 50' 45" EAST 188.03 FEET TO THE POINT OF
BEGINNING.

PARCEL TWO:

PORTION OF LOT 4 A5 SAID LOT 15 SHOWN ON THAT CERTAIN MAP ENTITLED "WOODHOUSE
INDUSTRIAL PARK, REDWOCD I TY, CALIFORNIA", FILED IN THE OFFICE OF THE COUNTY
RECORDER OF SAN MATEC COUNTY ON JINE 17, 196 INBOOK 65 OF MAPS AT PAGE 3, SAID
PORTION OF LOT 4 BEING MORE PARTICULARLY DESCRIBED AS FOLLOWS:

BEGINNENG AT THE SOUTHWESTERLY CORNER OF SAID LOT 4; THENCE ALONG THE
NORTHWESTERLY LINE OF SAID LOT, NORTH 30° 80" 45" EAST 173,61 FEET; THENCE LEAVING
THE LAST SAID LINE, SOUTH 59° 09' 15" ERST 100.63 FEET; THENCE NORTH 67° 30° 06" EAST
45.66 FEET TO APQINT ON THE SOUTHWESTERLY LINE OF CHEMICAL WAY, A5 SAID WAY IS
SHOWN ON THE ABOVE MENTIONED MAP; THENCE SOUTHEASTERLY ALONG SAID
SOUTHWESTERLY LINE OF CHEMICAL WAY, ALONG THE ARC OF A CURVE TO THE LEFT,
TANGENT TO A BEARING OF SOUTH 7° 35' 36" WEST, SAID CURVE HAVING A RADIUS OF 57
FEET, THROUGH A CENTRAL ANGLE OF 52° 10° 01", Ald ARC LENGTH OF 51,90 FEET; THENCE
LEAVING SAID SOUTH- WESTERLY LINE OF CHEMICAL WAY, SOUTH 67° 30' 00" WEST 95.49
FEET; THENCE SCUTH 30° 11'59" WEST 97.35 FEET TO A POINT ON THE SOUTHWESTERLY
LINE OF SAID LOT 4; THENCE NORTHWESTERLY ALONG THE LAST SAID LINE, NORTH 59° 48’
01" WEST 108,42 FEET TO THE POINT OF BEGINNING

APN: 052-392-240-9 (Parcel One) and 052-392-270-6 {(Parcel Twa)
JPN 052-039-392- 248 and 052-039-392-274,
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EXHIBIT C
ASSIGNMENT AND BILL OF SALE

Reference is hereby made to that certain property located in the City of Redwood City,
County of San Mateo, California (the “Land™), as described in more detail on Exhibit A of that
certain Real Estate Option Agreement between Owner and Optionee (as such parties are defined
below) dated as of , 2010 (the “Agreement”). Capitalized terms used but not
defined in this Assignment and Bill of Sale (the “Assignment”) have the meaning given to such
terms in the Agreement.

For good and valuable consideration, receipt of which is hereby acknowledged, the
undersigned (“Owner™), does hereby, give, grant, bargain, sell, transfer, assign, convey and deliver
to THE CITY OF REDWQOD CITY, a charter city and municipal corporation of the State of
California (“Optionee”), the following:

(a) Owmer's interest in all rights, privileges and easements appurtenant to the
Land, including, without limitation, all minerals, oil, gas and other hydrocarbon substances as
well as all development rights, air rights, water, water rights (and water stock, if any) relating to
the Land and any easements, rights-of-way or other appurtenances used in connection with the
beneficial use and enjoyment of the Land (collectively, the “Appurtenances”™);

(b) Owner's interest in all improvements and fixtures located on the Land,
including all buildings and structures presently located on the Land, all apparatus, equipment and
appliances used in connection with the operation or occupancy of the Land, such as heating and
air conditioning systems and facilities used to provide any utility services, refrigeration,
ventilation, garbage disposal, recreation or other services on the Land (all of which are
collectively referred to as the “Improvements” and, together with the Land and the
Appurtenances, the “Real Property”); and

{c) Owner's interest in any tangible or intangible personal property owned by
Owner and used in the ownership, use and operation of the Land, the Appurtenances and the
Improvements, including, without limitation, (i) the right to use any trade name now used in
connection with the Real Property, (i) all of Owner’s right, title and interest in and to all plans
and specifications relating to the Real Property, (iii) all existing warranties and guaranties
(express or implied) relating to the Real Property, (iv) Owner’s rights under the contracts and
agreements, if any, described on Schedule ___hereto (the “Contracts™), and (v) the Property
Documents all other intangible rights or claims that run with or relate to the Real Property
{(coliectively, the “Personal Property”).

Optionee hereby assumes all of the obligations of Assignor under the Contracts described
on Schedule ___ attached hereto, to the extent such obligations relate to the period after the
Closing under the Agreement (the “Transfer Date™), and agrees to be bound by such Contracts
from and after the Transfer Date for the remainder of the terms thereof. Optionee’s acceptance of
this Assignment shall not constitute or be deemed to constitute an assumption by Optionee of any
duties, liabilities or obligations of Owner under any other contracts or agreements.
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Owner hereby covenants that it will, at any time and from time to time upon written request
therefor, execute and deliver to Optionee, its nominees, successor and /or assigns, any new or
confirmatory instruments and do and perform any other acts which Optionee, its nominees,
successors and/or assigns, may request in order to fully transfer possession and control of, and
protect the rights of Optionee, its nominees, successors and/or assigns in, all the assets of Qwner
intended to be transferred and assigned hereby.

IN WITNESS WHEREOF, this Assignment is executed by Owner as of the date set forth above.

OWNER:

OPTIONEE:

Optien Agreement 20 Chemical
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SCHEDULE OF ASSUMED CONTRACTS
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EXHIBIT D

[Intentionaily omitted]
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EXHIBITE
LIST OF CONTRACTS
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EXHIBITF
FORM OF LEASE
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LEASE AGREEMENT

20 CHEMICAL WAY

This Lease Agreement (this “Lease™), dated , for reference
purposes only, is made and entered into by and between THE CITY OF REDWOOD CITY, a
charter city and a municipal corporation of the State of California (“Landlord™), and
CONTINENTAL TOOL COMPANY, INC., a California corporation (“Tenant™). Landiord

and Tenant agree to the terms, covenants and conditions of this Lease, as follows:

I. Definitions.

i.1 Property. The term “Property” shall mean the real property located at
20 Chemical Way in the City of Redwood City, California, Assessor Parcel Numbers 052-392-
240 and 052-392-270, together with all improvements now or hereafter located on the real
property, as described on Exhibit A

1.2 Building. The term “Building(s)” shall mean, individually or
collectively as the case may be, the building or buildings located on the Property as of the date of
this L.ease.

1.3 Premises. The term “Premises” shall mean the Property, the
Building(s), and any other improvements located on the Property.

1.4 Owner. The term “Owner” means Chemical Way Properties, LLC, a
California limited liability company, which is a company affiliated with Tenant.

1.5 Option Agreement. The term “Option Agreement” means the Real
Property Option Agreement between Landlord (as the “Optionee”) and the Owner, dated
, 2010, pursuant to which Landlord acquired the Property.

2. Demise, Term and Possession.

2.1 Demise of Premises. Landlord hereby leases the Premises to Tenant
and Tenant hereby leases the Premises from Landlord for the term, at the rental, and upon all of
the other terms, covenants and conditions set forth herein. Tenant acknowledges that it is
currently in possession of the Premises and accepts the Premises in their “as is” condition.
Landlord makes no representations or warranties regarding the condition of the Premises, the
Building(s) or the Property. Landlord shall have no obligation to make any alterations or
improvements to the Premises, the Building(s) or the Property.

2.2 Term and Delivery. The term of this Lease (the “Term”) {a) shall
commence on the date that Landlord consummates the purchase of the Property from Tenant (the
“Commencement Date”) and (b) shall expire on the date that this Lease is terminated by Tenant

or by Landlord as provided in Section 2.4 or Section 2.5, below; provided, however, that the
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Term of the Lease in all event events shall expire on December 31, 2013, unless otherwise agreed
in writing by Landlord and Tenant. The date upon which the term of the Lease expires or is
terminated in accordance with the terms of this Lease is referred to as the “Expiration Date.”

23 Delay in Delivery of Possession. The Commencement Date is
expected to occur on or before December 31, 2011. If for any reason Landlord fails to deliver
possession of the Premises to Tenant on the anticipated Commencement Date described above,
Landlord shall not be liable to Tenant therefor, nor shall such failure affect the validity of this
Lease or the obligations of Tenant hereunder.

2.4 Termination by Tenant. Notwithstanding anything in this Lease to the
contrary, Tenant may terminate this L.ease at any time, and for any or no reason, by delivering
written to Landlord at least thirty (30) days prior to the termination date specified in such notice.
If Tenant exercises such termination right, then the Expiration Date shall be the date set forth in
such notice, provided such date is at thirty (30) days after the date such notice is delivered by
Tenant to Landlord.

2.5 Termination by Landlord. Notwithstanding anything in this Lease to the
contrary, Landlord may terminate this Lease at any time, and for any or no reason, by delivering
written notice (the “Landlord’s Termination Netice”) to Tenant at least six (6) months prior to
the termination date specified in such notice. If Landlord exercises such termination right, then
the Expiration Date shall be the date set forth in the Landlord’s Termination Notice, provided
such date is at least six (6) months after the date the Landlord’s Termination Notice is delivered
by Landlord to Tenant. Notwithstanding the preceding provisions of this Section 2.5 to the
contrary, Landlord shall not deliver Landlord’s Termination Notice until the later of (a) six (6)
months after the Commencement Date, and (b) the date that is six (6) months before the date on
which Landlord anticipates that it will require exclusive possession of the Premises in order to
commence demolition of the improvements on the Premises and construction of new
improvements on the Premises (the “Anticipated Possession Date”). Tenant acknowledges that
Landlord (or its successors or assigns) desires to acquire the Property and certain other real
property adjacent or contiguous to the Property as part of an assemblage of land that Landlord
presently intends to jointly develop as a unified project (the “Project™) and that the timing for the
planning, design, and permitting of the Project and the date by which Landlord shall require
exclusive possession of the Premises for commencement of demolition and other pre-
construction activities is difficult to ascertain with certainty. Accordingly, so long as Landlord
acts in good faith, the timing of Landlord’s delivery of the Landlord’s Termination Notice
pursuant to clause (b) of this Section 2.5 shall be binding on Tenant. However, if Landlord
delivers Landlord’s Tenmination Notice under clause {b) of this Section 2.5 and if as of the
Anticipated Possession Date Landlord in its sole discretion determines that it does not then
require possession of the Premises, then Landlord shall notify Tenant of such fact and the Term
of the Lease shall continue on a2 month-to-month basis at the rental amount set forth in Section
3.1. In such event, the month-to-month tenancy may be terminated by either Landlord or Tenant
by its delivery to the other party of written notice electing to terminate this Lease, provided that
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Landlord shall not exercise such termination right until it determines in its sole discretion that it
will require possession within thirty (30) days after the delivery of such termination notice.

2.6 Entry by Landlord. At any time during the Term, Landlord and its agents,
employees, contractors, consultants, and other desipnees (collectively, “Landlord’s Authorized
Parties™) may, upon two (2) business days’ prior written notice, enter upon the Property to
conduct any activity and perform any investigation, test, study or analysis for the purpose of
planning, designing, surveying, or otherwise developing the Property, including, but not limited
to, soils studies, engineering studies, tree surveys, archeological studies, biological studies,
utilities studies, hydrology studies, preparation of plans, and any other matters relating to
Landlord’s contemplated use of the Property. Landlord shall pay all costs with respect to such
studies and tests. Landlord’s Authorized Parties may bring such equipment on the Premises as is
necessary or appropriate to make such studies or otherwise undertake such activates. Landlord
shall use commercially reasonable efforts to minimize disturbance of Tenant’s business then-
being conducted at the Premises.

3. Rent.

3.1 Base Rent. Tenant shall pay to Landlord, for each calendar month of
the Term of this Lease, monthly base rent of Two Thousand Five Hundred Dollars ($2,500) per
month (hereafter called “Base Rent”). The Base Rent shall not be increased during the Term
(including any extension of the Term as provided in Section 2.5) unless Tenant holds over after
the expiration of the Term as provided in Section 27).

3.2 Rent Defined; Manner of Payment. The term, “rent” as used in this
Lease shali include the Base Rent and all other sums required to be paid by Tenant to Landlord
pursuant to the terms of this Lease. Tenant shall pay to the order of Landlord (at the address
identified in the opening paragraph of this Lease) all rent payable under this Lease without
deduction, offset, or abatement, and without prior notice or demand, in advance on the first day
of each calendar month of the Term of this Lease. Rent shall be payable in lawful money of the
United States to Landlord at the address stated in the initial paragraph above or to such other
persons or at such other places as Landlord may from time to time designate in writing. Tenant’s
obligation to pay rent for any partial month shall be prorated on the basis of a thirty (30) day
month. Base Rent for the first full calendar month of the Lease term shall be paid to Landlord
upon the execution hereof.

33 Late Payment Charge. If any installment of rent or any other sum due
from Tenant is not received by Landlord within three (3) days after the date due, Tenant shall pay
to Landlord an additional sum equal to ten percent (10%) of the amount overdue as a late charge
to compensate for processing and accounting charges and any charges that may be incurred by
Landlord. Acceptance of any late charge shall not constitute a waiver of Tenant’s default with
respect to the overdue amount.

4. Use.
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4.1  Permitted Uses. The Premises shall be used and occupied only for the
following purposes (the “Permitted Use”) and for no other use or purpose whatsoever: retail,
industrial, wholesale, and construction.

4.2 Compliance with Law. Tenant shall accept possession of the Premises
in their condition existing as of the date of Landlord’s delivery of possession thereof to Tenant,
subject to all laws, ordinances, codes, rules, orders, directions and regulations of lawful
governmental authority (collectively, “Applicable Laws™) regulating the use or occupancy of the
Premises, and all matters disclosed by any exhibits attached hereto. Tenant, at Tenant’s sole
expense, shall promptly comply with all Applicable Laws as may now or hereafter be in effect
relating to or affecting the condition, use or occupancy of the Premises. Without limiting the
foregoing, Tenant shall obtain all permits, clearances or other authorizations required from the
City of Redwood City and all other applicable governmental agencies and authorities required for
Tenant’s use and occupancy of the Premises.

43  Restrictions on Use. Tenant shall not use or permit the use of the
Premises in any manner that will tend to create waste on the Premises or constitute a nuisance to
any other occupant or user of the Building(s) or any other portion of the Property or adjacent
thereto or do or keep anything that will cause cancellation of or an increase in rates of any
insurance covering the Building(s). Tenant shall not use any apparatus, machinery, or other
equipment in or about the Premises that may overload existing electrical systems, and shall not
place any loads upon the floors, walls, or ceilings of the Premises which may jeopardize the
structural integrity of the Building(s) or any part thereof. Tenant shall not make any penetrations
of the roof or exterior of the Building(s) without the prior written approval of Landlord. No
materials or articles of any nature shall be stored outside of the Building(s) unless such storage
complies with all Applicable Laws and governmental requirements and the rules and regulations
set forth in Exhibit B hereto.

4.4 Hazardous Substances.

(a) Reportable Uses Require Consent. The term, "Hazardous
Substance," as used in this Lease, shall mean any product, substance, chemical, material, or
waste whose presence, nature, quantity, and/or intensity of existence, use, manufacture, disposal,
transportation, spill, release, or effect, either by itself or in combination with other materials
expected to be on the Premises, is either: (i) potentially injurious to the public health, safety or
welfare, the environment, or the Premises; (ii) regulated or monitored by any governmental
authority; or (iii) a basis for potential liability of Landlord to any governmental agency or third
party under any applicable statute or common law theory. Hazardous Substance shall include,
but not be limited to, hydrocarbons, petroleum, battery acid, gasoline, crude oil, or any products
or by-products thereof. Tenant shall not engage in any activity in or about the Premises which
constitutes a Reportable Use (as hereinafter defined) of Hazardous Substances without the
express prior written consent of Landlord and compliance in a timely manner (at Tenant's sole
cost and expense) with all Applicable Laws (as defined in Section 4.2). "Reportable Use" shall
mean (i) the installation or use of any above or below ground storage tank, (ii) the generation,
possession, storage, use, transportation, or disposal of a Hazardous Substance that requires a
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permit from, or with respect to which a report, notice, registration, or business plan is required to
be filed with, any governmental authority, and (iii) the presence in, on, or about the Premises of a
Hazardous Substance with respect to which any Applicable Laws require that a notice be given to
persons entering or occupying the Premises or neighboring properties. Notwithstanding the
foregoing, Tenant may, without Landlord's prior consent, but upon notice to Landlord and in
compliance with all Applicable Laws, use any ordinary and customary materials reasonably
required to be used by Tenant in the normal course of the Permitted Use, so long as such use is
not a Reportable Use and does not expose the Premises or neighboring properties to any
meaningful risk of contamination or damage, or expose Landlord to any liability therefor. In
addition, Landlord may (but without any obligation to do so) condition its consent to any
Reportable Use of any Hazardous Substance by Tenant upon Tenant's giving Landlord such
additional assurances as Landlord, in its reasonable discretion, deems necessary to protect itself,
the public, the Premises, and the environment against damage, contamination, injury, and/or
lability therefor, including but not limited to the installation (and, at Landlord's option, removal
on or before Lease expiration or earlier termination) of reasonably necessary protective
modifications to the Premises (such as concrete encasements) and/or the deposit of an additional
Deposit. Notwithstanding the above, Tenant may continue to utilize any Hazardous Substances,
including but not limited to those that would constitute a Reportable Use provided Tenant was
using such materials prior to the Commencement Date, Tenant discloses the types and quantities
of Hazardous Substances being used by Tenant as provided in Section 4.4(f), and all such
continuing use, handling, storage and disposal is done in accordance with all Applicable Laws.

(b) Duty to Inform Landlord. 1f Tenant knows, or has reasonable cause to
believe, that a Hazardous Substance is located in, under, or about the Premises or the Building(s)
Tenant shall immediately give Landlord written notice thereof, together with a copy of any
statement, report, notice, registration, application, permit, business plan, license, claim, action, or
proceeding given to, or received from, any governmental authority or private party concerning
the presence, spill, release, discharge of, or exposure to such Hazardous Substance. Tenant shall
not cause or permit any Hazardous Substance to be spilled or released in, on, under, or about the
Premises (including, without limitation, through the plumbing or sanitary sewer system).

¥

(c) Indemnification. Tenant shall indemnify, protect, defend, and hold
Landlord, and the officers, directors, officials, shareholders, members, partners, employees,
managers, independent contractors, attorneys, and agents of the foregoing (collectively,
"Landlord Parties") and the Premises harmiess from and against any and ail damages,
liabilities, judgments, costs, claims, liens, expenses, penalties, loss of permits, and attorneys’ and
consultants’ fees arising out of or involving any Hazardous Substance on or brought onto the
Premises during the Term by or for Tenant or by any of Tenant's employees, agents, contractors,
servants, visitors, suppliers, or invitees (such employees, agents, contractors, servants, visitors,
suppliers, and invitees as herein collectively referred to as "Tenant Parties"). Tenant's
obligations under this Section 4.4(c) shall include, but not be limited to, the effects of any
contamination or injury to person, property, or the environment created or suffered by Tenant,
and the cost of investigation (including consultants’ and attorneys' fees and testing), removal,
remediation, restoration and/or abatement thereof, or of any contamination therein involved.
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(d)  Remedial Work by Tenant. If any investigation or monitoring of site
conditions or any clean-up, containment, restoration, removal or remediation of Hazardous
Substances (collectively, "Remedial Work") is required under any Applicable Laws as a result
of the handling, use, storage, treatment, transportation or disposal of any Hazardous Substances
after the Commencement Date by Tenant or any Tenant Party, then Tenant shall perform or cause
to be performed the Remedial Work in compliance with Applicable Laws or, at Landlord's
option, Landlord may cause such Remedial Work to be performed and Tenant shall reimburse
Landlord for all costs relating to such Remedial Work within thirty (30) days after demand. All
Remedial Work performed by Tenant shall be performed by one or more contractors, selected by
Tenant and approved in advance in writing by Landlord, and under the supervision of a
consulting engineer selected by Tenant and approved in advance in writing by Landlord. All
costs and expenses of such Remedial Work shall be paid by Tenant, including, without
limitation, the charges of such contractor(s), the consulting engineer and Landlord's reasonable
attorneys' and experts' fees and costs incurred in connection with monitoring or review of such
Remedial Work

(e) Landlord Inspection Rights. Landlord shall have the right, at any time
with two (2) business days prior written notice to Tenant, to inspect the Premises and conduct
lests and investigations to determine whether Tenant is in compliance with the provisions of this
Section 4. The costs of all such inspections, tests and investigations shall be borne solely by
Landlord, unless it is determined that Tenant is not in compliance with this Section 4, in which
event Tenant shall reimburse Landiord for such costs within ten (10) days after Landlord’s
demand. The foregoing rights granted to Landlord shall not, however, create (i) a duty on
Landlord's part to inspect, test, investigate, monitor or otherwise observe the Premises or the
activities of Tenant or any Tenant Party with respect to Hazardous Substances, including, but not
limited to, Tenant's operation, use or remediation thereof, or (ii} liability on the part of Landlord
or any Landlord Entity for Tenant's use, storage, treatment, transportation, release, or disposal of
any Hazardous Substances, it being understood that Tenant shall be solely responsible for all
{iability in connection therewith.

(H Hazardous Substances Disclosure Certificate. Prior to executing this
Fease, Tenant has completed, executed and delivered to Landlord a Hazardous Materials
Disclosure Certificate ("Initial Disclosure Certificate"), a fully completed copy of which is
attached hereto as Exhibit C and incorporated herein by this reference. The completed
Hazardous Substances Disclosure Certificate shall be deemed incorporated into this Lease for all
purposes, and Landlord shall be entitled to rely fully on the information contained therein.
Tenant shall, at such times as Tenant desires to handle, produce, treat, store, use, discharge or
dispose of new or additional Hazardous Substances on or about the Premises that were not listed
on the Initial Disclosure Certificate, complete, execute and deliver to Landlord an updated
Disclosure Certificate (each, an "Updated Disclosure Certificate") describing Tenant's then
current and proposed future uses of Hazardous Substances on or about the Premises, which
Updated Disclosure Certificates shall be in the same format as that which is set forth in
Exhibit C or in such updated format as Landlord may reasonably require from time to time.
Tenant shall deliver an Updated Disclosure Certificate to Landlord not less than thirty (30) days

prior to the date Tenant intends to commence the manufacture, treatment, use, storage, handling,
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discharge or disposal of new or additional Hazardous Substances on or about the Premises, and
Landlord shall have the right to approve or disapprove such new or additional Hazardous
Substances in its reasonabie discretion. Tenant shall make no use of Hazardous Substances on or
about the Premises except as described in the Initial Disclosure Certificate or as otherwise
approved by Landlord in writing in accordance with this Section 4.4(f).

4.5  Covenants, Conditions, and Restrictions. Tenant shall comply with all
covenants, conditions, and restrictions (if any) that now or hereafter encumber the Property and
any subsequent amendments theieto.

4.6 Rules and Applicable Laws. Tenant shall comply with all rules and
regulations set forth in Exhibit C hereto and any subsequent amendments thereto.

5. Taxes.

5.} Tenant’s Personal Property. Tenant shall pay prior to delinquency all
taxes, license fees, and public charges assessed or levied against Tenant or Tenant’s estate in this
Lease or Tenant’s leasehold improvements, trade fixtures, furnishings, equipment and all other
personal property and merchandise of Tenant situated in or about the Premises,

5.2 Landlord’s Obligations to Pay Real Property Taxes. Landlord shall
pay all Real Property Taxes (as hereinafter defined) which become due during the Lease term.
The term “Real Property Taxes” as used herein shall mean the ad valor real property taxes and
assessments shown on tax bills issued by the tax assessor’s office.

6. Maintenance and Repairs.

6.1  Tenant’s Obligations. Except as otherwise specifically provided herein
Tenant shall throughout the Term, at Tenant’s expense, keep in safe condition and in
substantially the same condition existing as of the Commencement Date (including any defects
existing as of the Commencement Date, and further subject to reasonable wear and tear and
damage arising from casualty or any taking of the Premises by any governmental authority), the
Premises and every part thereof, including without limitation, (a) the foundation and exterior
walls of the Building(s) (including the exterior and interior of all walls and the exterior and
interior of all windows, doors and plate glass), (b) the roof of the Building(s), including structural
supports and the roof membrane, (c) all plumbing, fire sprinkler and sewage systems, and all
ducts, pipes, vents or other parts of the heating, ventilation and air conditioning system (the
“HVAC”) which are located in the Building(s), (d) all electrical and lighting facilities, systems,
appliances, and equipment, including all wiring therein, (e) all fixtures, interior walls, interior
surfaces of exterior walls, floors, and ceilings, (f) all windows, doors, entrances, all glass
(including plate glass), and skylights located within the Premises, (g) all landscaping, parking
areas, loading areas, and (h) any other tanks, equipment or other apparatus located on the
Property. Tenant shall provide ali cleaning, window washing, and janitorial service required for
the Premises. All repairs required to be made by Tenant shall be made in accordance with all
Applicable Laws. If the repair work required above affects the structural parts of the Building(s),
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or if the estimated cost of any item of repair exceeds Fifty Thousand Dollars ($50,000), then
Tenant shall first obtain Landlord’s written approval of the scope of work, plans therefor,
materials to be used and the contractor. Notwithstanding anything in this Section 6.1 or
elsewhere in this Lease to the contrary, Tenant shall have no obligation to perform or pay for (a)
repair or maintenance of the Premises or the Building(s), to the extent such maintenance and
repair is attributable to a casualty subject to the provisions of Section 13 hereof or a
condemnation subject to the provisions of Section 14 hereof or (b) repairs for any heating,
ventilation, air conditioning or other equipment or component of the Building(s) if (i) the
reasonable cost of repair or replacement of any such item exceeds Five Thousand Dollars and (ii)
Tenant has not taken any action in violation of this Lease that has caused the damage to such
item that necessitates the repair or replacement.

6.2 Landlord’s Obligations. Tenant acknowledges that Landlord shall
have no obligation whatsoever to maintain or repair the Property, the Building(s) or the Premises
or to provide any services relating thereto other than the obligation to repair the Premises in the
event of a casualty to the extent set forth in Section 13 of this Lease. Tenant hereby waives the
benefit of any statute now or hereinafter in effect which would otherwise afford Tenant the right
to make repairs at Landlord’s expense or to terminate this Lease because of Landlord’s failure to
keep the Premises in good condition, order and repair. Tenant specifically waives all rights it
may have under Sections 1932(1), 1941, and 1942 of the California Civil Code, and any similar
or successor statute or law.

6.3  Condition of Premises. Landlord acknowledges that pursuant to
Paragraph 13(d) of the Option Agreement it has purchased the Property from Qwner in its “as
is” condition and has released the Owner and the “Owner’s Parties” (as defined therein) from
certain claims. For purposes of Section 6.1 and Section 26 of this Lease, Tenant shall be
deemed a third party beneficiary of Paragraph 13(d) of the Option Agreement, provided that
Tenant shall not be released from any demands, claims, legal or administrative proceedings,
losses, liabilities, damages, penalties, fines, liens, judgments, costs or expenses arising from any
spill, release, or other handling of Hazardous Substances by Tenant or any Tenant’s Parties or
any violation of Applicable Laws arising from the activities of Tenant or any Tenant’s Parties.

7. Alterations.

7.1  Landlord’s Consent Required. Except for Permitted Alterations (as
defined below), Tenant shall not, without Landlord’s prior written consent, make any alterations,
improvements, additions, or utility installations (collectively the “alterations™) in, on or about
the Premises. As used in this Section 7.1, the term “utility installation” means power panels,
wiring, florescent fixtures, space heaters, conduits, air conditioning and plumbing, Prior to
construction or installation of any alterations, Landlord may require Tenant to provide Landlord,
at Tenant’s expense, a lien and completion bond in an amount equal to the estimated cost of such
alterations, to insure Landlord against any liability for mechanic’s and materialimen’s liens and to
insure completion of the work. Should Tenant make any alterations without the prior written
consent of Landlord, Tenant shall immediately remove the same at Tenant’s expense upon
demand by Landlord. Any alterations made by Tenant shall not interfere with the use or
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occupancy of the Building(s) by any other tenants nor interfere with the operation of any
mechanical apparatus or electrical or plumbing system in the Building(s). Notwithstanding the
foregoing, Tenant shall have the right to make non-structural alterations and utility installations
the cost of which does not exceed $50,000 during the Term of this Lease so long as such
alterations and utility installations are installed in accordance with Applicable Laws and Tenant
obtains all permits required for such aiterations or utility installations (collectively, “Permitted
Alterations™)

7.2 Plans and Permits. Any alteration (other than Permitted Alterations)
that Tenant desires to make in or about the Premises and which requires the consent of Landlord
shall be presented to Landlord in written form, with proposed detailed plans and specifications
therefor prepared at Tenant’s sole expense. Any consent by Landlord thereto shall be deemed
conditioned upon Tenant’s subsequent acquisition of all permits required o make such alteration
from all appropriate governmental agencies, the furnishing of copies thereof to Landlord to the
extent required prior to commencement of the work, and the compliance by Tenant with all
conditions of said permits in a prompt and expeditious manner, all at Tenant’s sole expense.
Upon completion of any such alteration, Tenant, at Tenant’s sole cost, shall immediately deliver
to Landlord “as-built” plans and specifications therefor.

7.3 Construction Work Done by Tenant. All construction work required
or permitted to be done by Tenant shall be performed by a licensed contractor in a prompt,
diligent, and good and workmanlike manner and shall conform in quality and design with the
Premises existing as of the Commencement Date, and shall not diminish the value of the
Building(s) or the Property. In addition, all such construction work shall be performed in
compliance with all applicable statutes, ordinances, regulations, codes and orders of
governmental authorities and insurers of the Premises. Tenant or its agents shall secure all
licenses and permits necessary therefor.

7.4 Title to Alterations. Tenant may but shall not be required to remove
any alterations at the termination of the Lease Notwithstanding the provisions of this Section 7.4
Tenant’s furnishings, machinery and equipment, including that which is affixed to the Premises
may but shall not be required to be removed by Tenant and any damage caused by such removal
shall not be charged to Tenant. Tenant shall be solely responsible for the maintenance and repair
of any and all alterations, additions or improvements made by Tenant to the Premises.

k)

8. Mechanics’ Liens. Tenant shall keep the Premises and the Property
free from any liens attributable to Tenant. If any such claim of lien is recorded, Tenant shall
bond against or discharge the same within ten (10) days after the same has been recorded against
the Premises or the Property. Tenant shall give Landlord notice of the date of commencement of
any work in the Premises not less than ten (10) days prior thereto, and Landlord shall have the
right to post notices of non-responsibility or similar notices in or on the Premises in connection
therewith.

9. Utilities and Services. Tenant shall pay all charges for water, gas,
electricity, telephone, refuse pickup, janitorial services, and all other utilities and services

Redwood City Lease 10 07. 2010 v.4 {20 Chemical) 0




supplied or furnished to the Premises during the Term of this Lease, together with any taxes
thereon. In no event shall Landlord be liable to Tenant for any failure or interruption of utility
service except to the extent caused by the active negligence or misconduct of Landlord. No
failure or interruption of any such utilities or services shall entitle Tenant to terminate this Lease
or to withhold rent or other sums due hereunder and unless otherwise specifically provided
herein. Landlord shall not be responsible for providing security guards or other security
protection for all or any portion of the Premises or the Property, and Tenant shall at its own
expense provide or obtain such security services as Tenant shall desire to ensure the safety of the
Premises and the Property.

10.  Indemnity. Tenant hereby indemnifies Landlord and the Landlord
Parties (collectively, the “Indemnified Parties”) and holds the Indemnified Parties harmless
from and against any and all claims for damage, loss, expense or liability due to, but not limited
to, bodily injury, including death, resulting at any time therefrom, and/or property damage, now
or hereafter arising from any act, work or things done or permitted to be done or otherwise
suffered, or any omission to act, in or about the Premises, by Tenant or by any of Tenant’s
agents, employees, contractors, or invitees during the Term, or from any breach or default by
Tenant in the performance of any obligation on the part of Tenant to be performed under the
terms of this Lease, except to the extent such damage, loss, expense or liability is caused by the
active negligence or willful misconduct of Landlord or its employees or agents. Tenant shall also
indemnify Landlord from and against all damage, loss, expense (including without limitation,
attorneys’ fees), and liability incurred or suffered by Landlord in the defense of any such claim or
any action or proceeding brought thereon provided Tenant is found to be at fault and Landlord
has not through its negligence or willful misconduct caused such damage, loss, expense or
liability. In the event any action or proceeding shall be brought against Landlord by reason of
any such claim, Tenant upon notice from Landlord shall defend the same at Tenant’s expense by
counsel reasonably satisfactory to Landlord. The obligations of Tenant contained in this
paragraph shall survive the termination of this Lease.

I1.  Waiver of Claims. Tenant hereby waives any claims against Landlord
for injury to Tenant’s business or any loss of income therefrom or for damage to the goods,
wares, merchandise or other property of Tenant, or for injury or death of Tenant’s agents,
employees, invitees, or any other person in or about the Premises from any cause whatsoever,
except to the extent caused by Landlord’s active negligence or willful misconduct.

12. Insurance.

12.1 Tenant’s Liability Insurance. Tenant shall, at Tenant’s expense,
obtain and keep in force during the term of this Lease a policy of commercial general liability
insurance insuring Landiord and Tenant against any liability arising out of the condition, use,
occupancy or maintenance of the Premises. Such policy of insurance shall have a limit for bodily
injury and property damage in an amount not less than One Million Dollars ($1,000,000). The
policy shall contain cross liability endorsements and shall insure performance by Tenant of the
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indemnity provisions of Section 10. The limits of said insurance shall not, however, limit the
liability of Tenant hereunder.

i2.2 Tenant’s Property Insurance. Tenant shali, at Tenant’s sole
expense, obtain and keep in force during the Term of this Lease, a policy of fire and extended
coverage insurance including a standard “all risk” endorsement, and a sprinkler leakage
endorsement (if the Premises shall be sprinklered), insuring the inventory, fixtures, equipment,
personal property, and leasehold improvements and alterations of Tenant within the Premises for
the full replacement value thereof, as the same may increase from time to time due to inflation or
otherwise. The Landlord shall have no interest in the proceeds of such insurance.

12.3 Landlord’s Liability Insurance. Landlord shall maintain a policy or
policies of commercial general liability insurance insuring Landlord (and such other entities as
may be designated by Landlord) against liability for personal injury, bodily injury or death and
damage to property occurring or resuiting from an occurrence in, on, or about the Property with
liabilities limits as Landlord may determine in its sole discretion.

i24 Property Insurance. Landlord shall obtain and keep in force during
the Term of this Lease a policy or policies of insurance for the benefit of Landlord and Tenant
covering loss or damage to the Building(s), but excluding coverage of merchandise, fixtures,
equipment, and leasehold improvements of Tenant, which are not considered part of the real
estate for insurance purposes, in the amount of the full replacement value thereof, providing
protection against all risks of direct physical loss or damage (except the perils of flood and/or
earthquake), including coverage for debris removal and the enforcement of any Applicable
Requirements requiring the upgrading, demolition, reconstruction or replacement of any portion
of the Premises as the result of a covered loss. Said policy or policies shall also permit the waiver
of subrogation. If such insurance coverage has a deductible clause, the deductible amount shall
not exceed $50,000 per occurrence. All proceeds under such policies of insurance shall be
payable to Landlord, and Tenant shall have no interest in or right to such proceeds.

12.5 Other Insurance. Tenant shall obtain worker's compensation and
employer's liability or other similar insurance to the extent required by Applicable Laws.

12.6 Insurance Policies. The insurance required to be obtained by
Tenant pursuant to Sections 12.1 and 12.2 shall be primary insurance and (a} shall provide that
the insurer shall be liable for the full amount of the loss up to and including the total amount of
liability set forth in the declarations without the right of contribution from any other insurance
coverage of Landlord, (b) shall be in a form satisfactory to Landlord, (¢) shall be carried with
companies reasonably acceptable to Landlord, and (d) shall specifically provide that such policies
shall not be subject to cancellation, reduction of coverage or other change except after at least the
insurance provider endeavors to provide thirty (30) days prior written notice to Landlord. The
policy or policies, or duly executed certificates for them, together with satisfactory evidence of
payment of the premium thereon, shall be deposited with Landlord on or prior to the
Commencement Date, and upon each renewal of such policies, which shall be effected not less
than, thirty (30) days prior to the expiration date of the term of such coverage. Tenant shall not

Redwood City Lease 10.07. 2010 v.4 (20 Chemical) il




do or permit to be done anything which shall invalidate any of the insurance policies to be carried
by Tenant or Landlord hereunder.

127 Waiver of Subrogation. Tenant and Landlord each hereby waives
any and all rights of recovery against the other, or against the officers, employees, agents and
representatives of the other, for loss of or damage to the property of the waiving party or the
property of others under its control, where such loss or damage is insured against under any
insurance policy carried by Landlord or Tenant and in force at the time of such loss or damage
(or where such loss or damage would have been insured under an insurance policy required to be
carried by Landlord or Tenant hereunder, if Landlord or Tenant had in fact carried such policy).
Tenant and Landlord shall, upon obtaining the policies of insurance required hereunder, give
notice to the insurance carrier or carriers that the foregoing mutual waiver of subrogation is
contained in this Lease.

12.8 No Limitation of Liability. Landlord makes no representation that
the limits of liability specified to be carried by Tenant or Landlord under the terms of this Lease
are adequate to protect any party. If Tenant believes that the insurance coverage required under
this Lease is insufficient to adequately protect Tenant, Tenant shall provide, at its own expense,
such additional insurance as Tenant deems adequate.

13 Damage or Destruction.

13.1 Minor Damage. If the Premises or the Building(s), as the case may
be, are damaged so that the repairs may be made within four (4) months (as reasonably
determined by Landlord) after the occurrence of the casualty, then provided Landlord has not
previously elected to terminate this Lease under Section 2.5, Landlord shall at Landlord’s
expense repair such damage as soon as reasonably possible and this Lease shall continue in full
force and effect.

13.2 Material Damage; Uninsured Damage. If at any time during the
Term hereof the Premises or the Building(s) is damaged so that the damage cannot be repaired
(as reasonably determined by Landlord) within four (4) months after the occurrence of the
casualty, then Landlord may at Landlord’s option either (a) repair such damage at Landlord’s
expense, in which event this Lease shall continue in full force and effect, or (b) give written
notice of termination of this Lease to Tenant within thirty (30) days after the date of the
occurrence of such damage, with the effective date of such termination to be the date of the
occurrence of such damage. Notwithstanding the above, if the damage does not prohibit Tenant
from utilizing the remaining portion of the Premises and Tenant desires to do so, then Tenant
may remain on the Premises, provided it may do so without violating any Applicable Law
relating to health and safety, until the Lease would otherwise terminate without regard to the
damage. In such event, the rent shall be abated in proportion to the amount of the Premises
which is not useable as a result of the damage.

13.3 Abatement of Rent. Notwithstanding anything to the contrary
contained in this Section 13, if the Premises are partially damaged and Landlord repairs or
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restores them pursuant to the provisions of this Section 13, the Base Rent payable hereunder for
the period commencing on the occurrence of such damage and ending upon completion of such
repair or restoration shall be abated in proportion to the extent to which Tenant’s use of the
Premises is impaired during the period of repair; provided that, nothing herein shall be construed
to preclude Landlord from being entitied to collect the full amount of any rental loss insurance
proceeds. Except for abatement of rent, if any, Tenant shali have no claim against Landlord for
any damage suffered by reason of any such damage, destruction, repair or restoration other than
for Landlord’s active negligence or wiliful misconduct.

13.4 Waiver. Tenant waives the provisions of California Civil Code
Sections 1932(2) and 1933(4), and any similar or successor statutes relating to termination of
leases when the thing leased is substantially or entirely destroyed, and agrees that any such
occurrence shall instead be governed by the terms of this Lease.

13.5 Tenant’s Property. Landlord’s obligation to rebuild or restore shall
not include restoration of Tenant’s trade fixtures, equipment, merchandise, or any improvements,
alterations or additions made by Tenant to the Premises, except to the extent they have become a
part of the Property pursuant to Section 7.5 and Landlord receives insurance proceeds therefor.

13.6 Notice of Damage. Tenant shall notify Landlord within five (5)
days after the occurrence thereof of any damage to all or any portion of the Premises. In no event
shall Landlord have any obligation to repair or restore the Premises pursnant to this Section 13
until a reasonable period of time after Landlord’s receipt of notice from Tenant of the nature and
scope of any damage to the Premises, and a reasonable period of time to collect insurance
proceeds arising from such damage (unless such damage is clearly not covered by insurance then
in effect covering the Premises).

13.7 Replacement Cost. The determination in good faith by Landlord of
the estimated cost of repair of any damage, or of the replacement cost, shall be conclusive for
purposes of this Section 13.

13.8 Tenant’s Negligence. Notwithstanding anything in this Section 13
to the contrary, Landlord shall not be required to repair any damage from a fire or other casualty
if the damage arises from the negligence or willful misconduct of Tenant or any of Tenant’s
Parties.

14, [Intentionally omitted.]

15. Assignment and Subletting. Tenant shall not assign this Lease, or any
interest therein, voluntarily or involuntarily, and shall not sublet the Premises or any part thereof,
or any right or privilege appurtenant thereto, or suffer any other person (the agents and servants
of Tenant excepted) to occupy or use the Premises (by way of license, concession, or otherwise),
or any portion thereof, without the prior written consent of Landlord in each instance pursuant to

Redwood City Lease 10.07. 2010 v 4 (20 Chemical) i3



the terms and conditions set forth below, which consent may be granted or withheld in
Landiord’s sole and absolute discretion.

15.1 Documentation. Prior to any assignment or sublease which Tenant
desires to make, Tenant shall provide to Landlord the name and address of the proposed assignee
or sublessee, and true and complete copies of all documents relating to Tenant’s prospective
agreement to assign or sublease, and shall specify ail consideration to be received by Tenant for
such assignment or sublease in the form of lump sum payments, installments of rent, or
otherwise. For purposes of this Section 15, the term “consideration” shall include, without
limitation, all monies or other consideration of any kind, including but not limited to, bonus
money, and payments (1n excess of book value thereof) for Tenant’s assets, fixtures, inventory,
accounts, good will, equipment, furniture, general intangibles, and any capital stock or other
equity ownership of Tenant.

15.2 Terms and Conditions. Each assignment or sublease agreement to
which Landlord has consented shall be an instrument in writing in form satisfactory to Landlord,
and shall be executed by both Tenant and the assignee or sublessee, as the case may be. Each
such assignment or sublease agreement shall recite that it is and shall be subject and subordinate
to the provisions of this Lease, that the assignee or sublessee accepts such assignment or sublease
and agrees to perform all of the obligations of Tenant hereunder (to the extent such obligations
relate to the portion of the Premises assigned or subleased), and that the termination of this Lease
shall, at Landlord’s sole election, constitute a termination of every such assignment or sublease.
In the event Landlord shall consent to an assignment or sublease, Tenant shall nonetheless
remain primarily liable for all obligations and liabilities of Tenant under this Lease, including but
not limited to the payment of rent. Tenant agrees to reimburse Landlord upon demand for
reasonable attorneys’ fees incurred by Landlord in connection with the negotiation, review, and
documentation of any such requested assignment or sublease. Tenant hereby stipulates that the
foregoing terms and conditions are reasonable.

15.3 Partnership or Limited Liability Company. If Tenant is 2
partnership or limited liability company, a transfer, voluntary or involuntary, of all or any part of
an interest in the partnership or limited liability company, or the dissolution of the partnership or
limited liability company, shall be deemed an assignment requiring Landlord’s prior written
consent.

154 Corporation. If Tenant is a corporation, any dissolution, merger,
consolidation, or other reorganization of Tenant, or the transfer, either all at once or in a series of
transfers, of a controlling percentage of the capital stock of Tenant, or the sale, or series of sales
within any one (1) year period, of all or substantially all of Tenant’s assets located in, on, or
about the Premises, shall be deemed an assignment. The phrase “controlling percentage” means
the ownership of, and the right to vote, stock possessing at least fifty-one percent (51%) of the
total combined voting power of all classes of Tenant’s capital stock issued, outstanding, and
entitled to vote for the election of directors. The provisions of this paragraph shall not apply to
Tenant if Tenant is a corporation the stock of which is listed on a national securities exchange {as
this term is used in the Securities Exchange Act of 1934, as amended), is publicly traded on the
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over-the-counter market and prices therefor are published daily on business days in a recognized
financial journal, or becomes subject to this provision by making an initial public offering.

15.5 Landlord’s Remedies. Any assignment or sublease without
Landlord’s prior written consent shall at Landlord’s election be void, and shall constitute a
default. The consent by Landlord to any assignment or sublease shall not constitute a waiver of
the provisions of this Section 15, including the requirement of Landlord’s prior written consent,
with respect to any subsequent assignment or sublease. 1f Tenant shall purport to assign this
Lease or sublease all or any portion of the Premises, or permit any person or persons other than
Tenant to occupy the Premises, without Landlord’s prior written consent, Landlord may collect
rent from the person or persons then or thereafter occupying the Premises and apply the net
amount collected to the rent reserved herein, but no such collection shall be deemed a waiver of
Landlord’s rights and remedies under this Section 15 or the acceptance of any such purported
assignee, sublessee or occupant, or a release of Tenant from the further performance by Tenant of
covenants on the part of Tenant herein contained.

156 Encumbrances, Licenses and Concession Agreements. Tenant
shall not encumber its interest under this Lease or any rights of Tenant hereunder, or enter into
any license or concession agreement respecting all or any portion of the Premises, without
Landlord’s prior written consent, and Tenant’s granting of any such encumbrance, license, or
concession agreement shall constitute an assignment for purposes of this Section 15.

16. Default by Tenant.

16.1 Event of Default. The occurrence of any one or more of the
following events (an “Event of Default”), shall constitute a default and breach of this Lease by
Tenant:

(a) The failure by Tenant to make any payment of rent or any other
payment required to be made by Tenant hereunder, as and when due after five (5) days prior
written notice to Tenant;

(b) Tenant’s failure to perform any other term, covenant or condition
contained in this Lease and such failure shall have continued for twenty (20) days after written
notice of such failure is given to Tenant; provided that, where such failure cannot reasonably be
cured within said twenty (20) day period, Tenant shall not be in default if Tenant commences
such cure within said twenty (20) day period, and thereafter diligently completes such cure within
sixty (60) days;

(c) Tenant’s failure to continuously and uninterruptedly conduct its
business in the Premises for a period of more than thirty (30) consecutive days, or Tenant’s
removal of all or substantially all of its equipment and other possessions from the Premises,
without in either case providing security protection for the Premises reasonably satisfactory to
Landlord;

Redwouod City Lease 10.07. 2010 v.4 (20 Chemical) 15



{d) Tenant’s breach of Section 15 of this Lease;
(e) Tenant’s assignment of its assets for the benefit of its creditors;

H The sequestration of, attachment of, or execution on, any substantial
part of the property of Tenant or on any property essential to the conduct of Tenant’s business on
the Premises, and Tenant shall have failed to obtain a return or release on such property within
sixty (60) days thereafter, or prior to sale pursuant to such sequestration, attachment or execution,
whichever is earlier;

(g)  Anentry of any of the following orders by a court having jurisdiction,
and such order shall have continued for a period of sixty (60) days: (1) an order for reliefin any
proceeding under Title 11 of the United States Code, or an order adjudicating Tenant to be
bankrupt or insolvent; (2) an order appointing a receiver, trustee or assignee of Tenant’s property
in bankruptcy or any other proceeding; or (3) an order directing the winding up or liquidation of
TFenant; or

(h)  The filing of a petition to commence against Tenant an involuntary
proceeding under Title 11 of the United States Code, and Tenant shall fail to cause such petition
to be dismissed within sixty (60) days thereafier.

16.2 Remedies. Upon any Event of Default, Landlord shall have the
following remedies, in addition to all other rights and remedies provided by law or equity:

(a) To the extent permitted by Applicable Law, Landlord shall be entitled
to keep this Lease in full force and effect for so long as Landlord does not terminate Tenant’s
right to possession (whether or not Tenant shall have abandoned the Premises), and Landlord
may enforce all of its rights and remedies under this Lease, including the right to recover rent and
other sums as they become due under this Lease, plus interest at the lower of five percent (5%)
per annum plus the discount rate of the Federal Reserve Bank of San Francisco, or the highest
rate then allowed by law, from the due date of each instaliment of rent or other sum until paid; or

(b) Landlord may terminate the Tenant’s right to possession by giving
Tenant written notice of termination. On the giving of the notice, this Lease and all of Tenant’s
rights in the Premises shall terminate. Any termination under this paragraph shall not release
Tenant from the payment of any sum then due Landlord or from any claim for damages or rent
previously accrued or then accruing against Tenant.

In the event this Lease is terminated pursuant to this Section 16.2(b),
Landlord may recover from Tenant:

() the worth at the time of award of the unpaid rent which had been
eamed at the time of termination; plus
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2) the worth at the time of award of the amount by which the unpaid rent
which would have been earned after termination until the time of award exceeds the amount of
such rental loss for the same period that Tenant proves could have been reasonably avoided; plus

(3)  the worth at the time of award of the amount by which the unpaid rent
for the balance of the term after the time of award exceeds the amount of such rental loss for the
same period that Tenant proves could be reasonably avoided; plus

(4) any other amount necessary to compensate Landlord for all the
detriment approximately caused by Tenant’s failure to perform Tenant’s obligations under this
Lease, or which in the ordinary course of things would be likely to result therefrom.

The “worth at the time of award” of the amounts referred to in
Subparagraphs (1) and {2) of this Section 16.2(b) shall be computed by allowing interest at the
lower of five percent (5%) per annum plus the discount rate of the Federal Reserve Bank of San
Francisco, or the maximum rate then permitted by law. The “worth at the time of award” of the
amount referred to in Subparagraph (3) of this paragraph shall be computed by discounting such
amount at the discount rate of the Federal Reserve Bank of San Francisco at the time of award
plus one percent {1%).

(©) This Lease may be terminated by a judgment specifically providing for
termination, or by Landlord’s delivery to Tenant of written notice specifically terminating this
Lease. In no event shall any one or more of the following actions by Landlord, in the absence of
a written election by Landlord to terminate this Lease, constitute a termination of this Lease or a
waiver of Landlord’s right to recover damages under this Section 16:

(1) appointment of a receiver in order to protect Landlord’s interest
hereunder;

(2) consent to any subletting of the Premises or assignment of this Lease
by Tenant, whether pursuant to provisions hereof concerning subletting and assignment or
otherwise.; or

(3) any other action by Landlord or Landlord’s agents intended to mitigate
the adverse effects of any Event of Default of this Lease by Tenant, including without limitation
any action taken to maintain and preserve the Premises, or any action taken to relet the Premises
or any portion thereof for the account of Tenant and in the name of Tenant.

16.3 No Relief From Forfeiture After Default. Tenant waives all rights
of redemption or relief from forfeiture under California Code of Civil Procedure Sections 1174
and 1179, and under any other present or future law, in the event Tenant is evicted or Landlord
otherwise lawfully takes possession of the Premises by reason of any Event of Default.

16.4 Landlord’s Right to Perform Tenant’s Obligations. If an Event of
Default by Tenant shall occur hereunder, then Landlord may, but shall not be obligated to, make
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such payment or perform such other act to the extent Landlord may deem desirable, and may, in
connection therewith, pay any and all expenses incidental thereto and employ counsel. No such
action by Landlord shall be deemed a waiver by Landlord of any rights or remedies Landlord
may have as a result of such failure by Tenant, or a release of Tenant from performance of such
obligation. All sums so paid by Landlord, including without limitation all penalties, interest and
costs in connection therewith, shall be due and payable by Tenant to Landlord on the day
immediately following any such payment by Landlord. Landlord shall have the same rights and
remedies for the nonpayment of any such sums as Landlord may be entitled to in the case of
default by Tenant in the payment of rent.

16.5 Interest on Past Due Obligations. Any amount due to Landlord
hereunder not paid within three (3) days afier Tenant’s receipt of written notice of delinquency
shall bear interest at the lower of five percent (5%) per annum plus the discount rate of the
Federal Reserve Bank of San Francisco, or the highest rate then allowed by law, from the date
due until paid in full. Payment of such interest shall not excuse or cure any default by Tenant
under this Lease.

16.6 Additional Rent. All sums payable by Tenant to Landlord or to
third parties under this Lease in addition to such sums payable pursuant to Section 3 hereof shali
be payable as additional sams of rent. For purposes of any unlawful detainer action by Landlord
against Tenant pursuant to California Code of Civil Procedure Sections 1161-1174, or any
similar or successor statutes, Landlord shall be entitled to recover as rent not only such sums
specified in Section 3 as may then be overdue, but also all such additional sums of rent as may
then be overdue.

16.7 Remedies Not Exclusive. No remedy or election hereunder shall
be deemed exclusive but shall, wherever possible, be cumulative with all other remedies herein
provided or permitted at law or in equity.

168 Notices. Tenant agrees that any notice given by Landlord pursuant
to Section 16 of this Lease shall satisfy the requirements for notice under California Code of
Civil Procedure Section 1161, and Landlord shall not be required to give any additional notice in
order to be entitled to commence an unlawful detainer proceeding.

17. Default by Eandlord.

17.1 Cure Period. Landiord shall not be deemed to be in defauit in the
performance of any obligation required to be performed by it hereunder unless and until it has
failed to perform such obligation within the period of time specifically provided herein, or if no
period of time has been provided, then within thirty (30) days after receipt of written notice by
Tenant to Landlord specifying wherein Landlord has failed to perform such obligation; provided,
however, that if the nature of Landlord’s obligation is such that more than thirty (30) days are
reasonably required for its performance, then Landlord shall not be deemed to be in default if it
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shall commence such performance within such thirty (30) day period and thereafter diligently
prosecute the same to completion.

18.  Advertisements and Signs. Tenant shall not place or permit to be
placed any sign, display, advertisement, or decoration (collectively “sign”™) on the exterior of the
Building(s) or elsewhere on the Property without the prior written consent of Landlord (which
may be granted or withheld in its sole discretion) as to the color, size, style, character, content,
and location of each such sign. Tenant shall at its sole expense comply with all codes,
ordinances, regulations, and other requirements of the City of Redwood City or other applicable
governmental authority relating to any sign Tenant places on or about the Premises. Upon
termination of this Lease, Tenant shall remove all signs which it has placed on or about the
Property, and shall repair any damage caused by the installation or removal of each such sign.
Notwithstanding the above, Tenant shall have the right to leave any signs on the Premises that
are there at the Commencement Date.

19. Entry by Landlord. Landlord and its agents shall be entitled to enter
into and upon the Premises at all reasonable times, upon two (2) business days written notice to
Tenant (except in the case of an emergency, in which event no notice shall be required), for
purposes of inspecting or making repairs, alterations or additions to all or any portion thereof, or
any other part of the Building(s), including the erection and maintenance of such scaffolding,
canopies, fences and props as may be required, or for the purpose of posting notices of non-
responsibility for alterations, additions, or repairs. Landlord’s rights of entry as set forth in this
paragraph shall be subject to the reasonable security regulations of Tepant. During any entry
within Tenant’s business hours, Landlord shall act in a manner designed to minimize interference
with Tenant’s business activities on the Premises.

20. Subordination and Attornment.

20.1 Subordination. Tenant agrees that this Lease may, at the option of
Landlord, be subject and subordinate to any mortgage, deed of trust, or other instrument of
security now of record or which is recorded after the date of this Lease affecting all or any
portion of the Premises, and such subordination is hereby made effective without any further act
of Tenant. Tenant shall execute and return to Landlord any documents required by the lender to
accomplish the purposes of this paragraph, within seven (7) days after delivery thereof to Tenant,
and the failure of Tenant to execute and return any such instruments shall constitute a default
hereunder.

20.2 Attornment. Tenant shall attorn to any third party purchasing or
otherwise acquiring the Premises at any sale or other proceeding, or pursuant to the exercise of
any rights, powers or remedies under any mortgages or deeds of trust or ground leases now or
hereafter encumbering all or any part of the Premises, as if such third party had been named as
Landlord under this Lease.

21. Estoppel Certificates and Financial Statements. Tenant shall within
seven (7) days following request by Landlord: (2) execute and deliver to Landlord any
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documents, including estoppel certificates, in the form presented to Tenant by Landlord

(1) certifying that this Lease has not been modified or, if modified, stating the nature of such
modification and certifying that this Lease, as so modified, is in full force and effect; (2) stating
the date to which the rent and other charges are paid in advance, if at all; (3) acknowledging that
there are not, to Tenant’s knowledge, any uncured defaults on the part of Landlord hereunder, or
if there are uncured defaults on the part of Landlord, stating the nature of such uncured defaults;
and (4) evidencing the status of this Lease as may be required either by a lender making a loan to
Landlord to be secured by a deed of trust or mortgage encumbering the Premises or a purchaser
of the Premises from Landiord; and (b) deliver to Landlord the current financial statements of
Tenant with an opinion of a certified public accountant, if available, including a balance sheet
and profit and loss statement for the then current fiscal year, and the two (2) immediately prior
fiscal years (if available), all prepared in accordance with generally accepted accounting
principles consistently applied. Tenant’s failure to deliver any such documents, including an
estoppel certificate, or any such financial statements within seven (7) days following such request
shall be an Event of Defauit hereunder, provided that this Lease shall not be subordinate to any
future mortgage, deed of trust, or other instrument of security unless the mortgagee, beneficiary,
or other secured party executes an agreement with (and reasonably acceptable to ) Tenant
pursuant to which such party agrees to recognize Tenant’s occupancy and honor the terms of this
Lease so long as an Event of Default by Tenant does not occur hereunder.

22, Notices. All notices or demands which either party is required or
desires to give to the other shall be given in writing by certified mail, return receipt requested
with the appropriate postage paid, by personal delivery, by facsimile (provided receipt of a
facsimile transmission is confirmed telephonically or otherwise) or by private overnight courier
service to the address or facsimile number set forth below for the respective party, or such other
address or facsimile number as either party may designate by written notice to the other. All such
notices or demands shall be effective as of actual receipt or refusal of delivery. Should any act or
notice required hereunder fall due on a weekend or holiday, the time for performance shall be
extended to the next business day. Notices permitted or required to be given under this Lease
shall be delivered to the applicable address or addresses set forth below, provided that either
party may change such address by giving written notice to the other party as provided in this
section:

Ifto Tenant: At the address of the Premises.

If to Landlord: City of Redwood City, 1017 Middlefield Road, Redwood City, CA
94063, Attention: City Manager;

With Copies to: City of Redwood City, 1017 Middlefield Road, Redwood City, CA
94063, Attention: City Attorney.

23, Waiver. The waiver by either party of any breach of any term,
covenant, or condition herein contained shall not be deemed to be a waiver of such term,
covenant or condition for any subsequent breach of the same or any other term, covenant or
condition herein contained. The subsequent acceptance of rent hereunder by Landlord shall not
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be deemed to be a waiver of any preceding breach by Tenant of any term, covenant or condition
of this Lease, other than the failure of Tenant to pay the particular rental so accepted, regardless
of Landlord’s knowledge of such preceding breach at the time of acceptance of such rent. No
term, covenant or condition shall be deemed to have been waived by either party unless such
waiver is in writing and signed by the party making such waiver.

24.  No Accord and Satisfaction. No payment by Tenant, or receipt by
Landlord, of an amount which is less than the full amount of rent and all other sums payable by
Tenant hereunder at such time shall be deemed to be other than on account of (a) the earliest of
such other sums due and payable, and thereafier (b) to the earliest rent due and payable
hereunder. No endorsement or statement on any check or any letter accompanying any payment
of rent or such other sums shall be deemed an accord and satisfaction, and Landlord may accept
any such check or payment without prejudice to Landlord’s right to receive payment of the
balance of such rent and/or other sums, or Landlord’s right to pursue any remedies to which
Landlord may be entitled to recover such balance.

25.  Attorneys’ Fees. If any action or proceeding at law or in equity, or an
arbitration proceeding (collectively an “action™), shall be brought to recover any rent under this
Lease, or for or on account of any breach of or to enforce or interpret any of the terms, covenants,
or conditions of this Lease, or for the recovery of possession of the Premises, the prevailing party
shall be entitled to recover from the other party as a part of such action, or in a separate action
brought for that purpose, its reasonable attorneys’ fees and costs and expenses incurred in
connection with the prosecution or defense of such action. “Prevailing Party” within the
meaning of this paragraph shall include, without limitation, a party who brings an action against
the other after the other is in breach or default, if such action is dismissed upon the other’s
payment of the sums allegedly due for performance of the covenants allegedly breached, or if the
party commencing such action or proceeding obtains substantially the relief sought by it in such
action, whether or not, such action proceeds to a final judgment or determination.

26.  Surrender. Upon the expiration or sooner termination of this Lease,
Tenant shall at its sole cost and expense remove all debris and all personal property belonging to
Tenant and surrender exclusive possession of the Premises to Landlord in substantiaily the same
condition as of the Commencement Date (including any defects existing as of the
Commencement Date, and further subject to reasonable wear and tear and damage arising from
casualty or any taking of the Premises by any governmental authority). Any personal property
not so removed shall be deemed abandoned, and Landlord may dispose of such personal property
at Tenant’s sole cost. Notwithstanding the above, Tenant’s obligation regarding Hazardous
Substances and indemnification relating to any contamination by Tenant or Tenant’s Parties
during the Term of the Lease shall survive termination. All keys to the Premises or any part
thereof shall be surrendered to Landlord upon expiration or sooner termination of the Lease term.

27.  Holding Over. This Lease shall terminate without further notice at the
expiration of the Lease term. Any holding over by Tenant after expiration shall not constitute a
renewal or extension of the Lease term or give Tenant any rights in or to the Premises unless
otherwise expressly provided in this Lease. Any holding over after the expiration without the
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express written consent of Landlord shall be construed to be a tenancy from month to month, at
two hundred percent (200%) of the monthly Base Rent for the last month of the Lease term, and
shall otherwise be on the terms and conditions herein specified insofar as applicable, unless
otherwise mutually agreed in writing by the parties.

28. Transfer of Premises by Landlord. The term “Landlord” as used in this
Lease, so far as the covenants or obligations on the part of Landlord are concerned, shall be
limited to mean and include only the owner at the time in question of the fee title to the Premises.
In the event of any transfer of such fee title, the Landlord herein named (and in case of any
subsequent transfer or conveyances, the then grantor) shall after the date of such transfer or
conveyance be automaticaily freed and relieved of all liability with respect to performance of any
obligations on the part of Landlord contained in this Lease thereafter to be performed; provided,
that any funds in the hands of Landlord or the then grantor at the time of such transfer in which
Tenant has an interest, shall be turned over to the grantee and provided further that grantee shall
have assumed in writing all of Landlord’s obligations to the extent accruing from and after the
date of the transfer. The covenants and obligations contained in this Lease on the part of
Landlord shall, subject to the foregoing, be binding upon each Landlord hereunder only during
his or its respective period of ownership.

29, General Provisions.

29.1 Entire Agreement. This instrument, together with the exhibits
attached hereto, contains all of the agreements and conditions made between the parties hereto
and may not be modified orally or in any manner other than by an agreement in writing signed by
all of the parties hereto or their respective successors in interest. Any executed copy of this
Lease shall be deemed an original for all purposes.

29.2 Time. Time is of the essence with respect to the performance of
each and every provision of this Lease in which time of performance is a factor. All references to
days contained in this Lease shali be deemed to mean calendar days unless otherwise specifically
stated. The term “business days™ means calendar days other than Saturdays, Sundays and
holidays recognized by the State of California.

29.3 Captions. The captions and headings of the numbered paragraphs
of this Lease are inserted solely for the convenience of the parties hereto, and are not a part of
this Lease and shall have no effect upon the construction or interpretation of any part hereof.

29.4 California Law. This Lease shall be construed and interpreted in
accordance with the laws of the State of California. The language in all parts of this Lease shall
in all cases be construed as a whole according to its fair meaning and not strictly for or against
either Landlord or Tenant, and without reference to which party prepared this Lease.
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29.5 Gender, Singular and Plural. When required by the context of this
Lease, the neuter includes the masculine, the feminine, a partnership, a corporation, or a joint
venture, and the singular shall include the plural.

29.6 Partial Invalidity. If any provision of this Lease is held by a court
of competent jurisdiction to be invalid, void, or unenforceable, the remainder of the provisions
hereof shall nonetheless continue in full force and effect and shall in no way be affected,
impaired, or invalidated thereby.

29.7 No Warranties. Any agreements, warranties or representations not
expressly contained herein shall not bind either Landlord or Tenant, and Landlord and Tenant
expressly waive all claims for damages by reason of any statement, representation, warranty,
promise or agreement, if any, not expressly contained in this Lease.

298 Joint and Several Liability. If Tenant is more than one person or
entity, each such person or entity shall be jointly and severally liable for the obligations of Tenant
hereunder.

209 Binding on Successors. The covenants and conditions herein
contained, subject to the provisions as to assignment, shall apply to and be binding upon the
parties hereto and their respective heirs, executors, administrator, assigns, and other successors in
interest.

29.10 Authority. The parties hereby represent and warrant that they have
all necessary power and authority to execute and deliver this Lease on behalf of Landlord and
Tenant, respectively.

29.11 Memorandum of Lease. Neither Landlord nor Tenant shall record
this Lease or a short form memorandom hereof without the prior written consent of the other.

25.12 Merger. The voluntary or other surrender of this Lease, ora
mutual cancellation thereof, shall not work an automatic merger, but shall, at the sole option of
Landlord, either terminate all or any existing subleases or subtenancies, or operate as an
assignment to Landlord of any or all of such subleases or subtenancies.

29.13 Force Majeure. Any prevention of or delay in the performance by
a party hereto of its obligations under this Lease caused by inclement weather, labor disputes
(including strikes and lockouts), inability to obtain materials or reasonable substitutes therefor,
governmental restrictions, regulations, controls, action or inaction, civil commotion, fire or other
causes beyond the reasonable control of the party obligated to perform (except financial
inability), shall excuse the performance by such party of its obligations hereunder {(except the
obligation of Tenant to pay rent and other sums hereunder) for a period of one day for each such
day of delay
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29.14 Advice of Advisors. Each party to this Lease acknowledges and
agrees that it has obtained and relied upon its own legal counsel and other advisors to evaluate
the tax, accounting and legal consequences of entering into this Lease and consummating the
transactions contemplated hereby, and, except as set forth in this Lease, neither party is relying
on any representations or warranties of the other party to this Lease,

30. Relocation Assistance.

30.1 Waiver of Relocation Assistance. Tenant acknowledges and agrees
that at the closing of the sale of the Property from Owner to Landlord, Owner has received from
Landlord the sum of One Million Dollars ($1,000,000) (the “Relocation Compensation™) as full
and complete payment on account of all of Owner’s and Tenant’s costs to relocate their
businesses to another location and for disruption their businesses and that such amount
constitutes full and complete satisfaction of any obligation that Landlord may have for providing
relocation assistance to Owner and/or Tenant and paying their relocation costs, if any, required to
comply with all applicable federal, state and local laws, rules and regulations arising out of,
based upon, or relating to, relocation assistance or benefits owing under the Uniform Relocation
Assistance and Real Property Acquisition Policies Act of 1970, 42 U.S.C. Section 4601 et seq.,
and the California Relocation Act, Govt. Code Section 7260 et seq., and its implementing
regulations, 25 Cal. Code Regs. Section 6000 et seq. or under any other federal, state or local
relocation statutes, regulations or guidelines, including but not limited to, any such regulations or
gutdelines of the City of Redwood City or the County of San Mateo (collectively, “Relocation
Benefits”). Tenant acknowledges and agrees that Tenant and Owner have reached a separate
agreement between themselves pursuant to which the Relocation Compensation shall be shared
by Owner and Tenant. Accordingly, Tenant, for itself and for its agents, successors, assigns,
fully releases, acquits and discharges Landlord and its officers, officials, members, directors,
council members, employees, attorneys, accountants, other professionals, insurers, and agents,
and all entities, boards, commissions, and bodies related to any of them (collectively, the
“Released Parties™), from all suits, causes of action, claims, liabilities, damages, losses, fees,
fines, costs and expenses including attorneys’ and experts’ fees (collectively, “Claims™) that
Tenant, or any of them, has or may have against the Released Parties for all Relocation Benefits
arising out of or related to Landlord’s acquisition of the Property, the termination of Tenant’s
prior lease of the Property, this Lease, the termination of this Lease for any reason, any taking of
the Property under power of eminent domain, and/or the displacement of Tenant from the
Property. Tenant shall looks solely to the Owner, and not to the Released Parties, for any and all
Relocation Benefits.

30.2 Waiver of Property Rights and Interests. Tenant for itself and for
its agents, successors and assigns fully releases, acquits and discharges Landlord and the
Released Parties from all Claims that Tenant, its agents, successors and assigns has or may have
against the Released Parties arising out of or related to Landlord’s acquisition of the Property, the
termination of this Lease, and/or the displacement of Tenant from the Property including, without
limitation, all of Tenant’s property rights and interests in the Property, including but not limited
to (i) all leasehold interests and rights of tenancy or occupancy, (ii) all improvements, including
improvements pertaining to the realty, furniture, fixture, and equipment, (iii) business goodwill
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and lost income (past or future) relating to the Property, (iv) Tenant’s failure to locate a suitable
replacement location, (v) lost rental income or sublease or license income, (vi) severance
damages and pre-condemnation damages, if any, (vii) economic or consequential damages, (viii)
professional consultant fees, attorney’s fees and costs, expert witness fees and costs, interest, and
(ix) all other costs, and any and all compensable interests, and/or damages, and/or claims, of any
kind and nature, claimed or to be claimed, suffered or to be suffered, by Tenant, its agents,
successors and assigns by reason of Landlord’s acquisition of the Property, this Lease, the
termination of this Lease for any reason, any taking of the Property under power of eminent
domain, and/or the displacement of Tenant from the Property.

30.3  Waiver of Civil Code Section 1542. Tenant, on behalf of itself and its
agents, successors and assigns, expressly waives all rights under Section 1542 of the Civil Code
of the State of California (“Section 1542”), or any other federal or state statutory rights or rules,
or principles of common law or equity, or those of any jurisdiction, government, or political
subdivision thereof] similar to Section 1542 (hereinafter referred to as a “Similar Prevision™).
Thus, Tenant and its agents, successors and assigns, and any business, enterprise, or venture in
which they are involved, may not invoke the benefits of Section 1542 or any Similar Provision in
order to prosecute or assert in any manner the matters Released in Section 30.1 or Section 30,2
above. Section 1542 provides as follows:

“A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE
CREDITOR DOES NOT KNOW OR SUSPECT TO EXIST IN HIS OR HER
FAVOR AT THE TIME OF EXECUTING THE RELEASE, WHICH IF
KNOWN BY HIM OR HER MUST HAVE MATERIALLY AFFECTED HIS
OR HER SETTLEMENT WITH THE DEBTOR.”.

Tenant’s Initials:

304 Indemnification. Tenant acknowledges that Landlord is relying on
Tenant’s covenants that pursvant to this Lease there are and shall be no tenants or occupants of
the Property other than Tenant. In the event that Tenant breaches such covenants with respect to
the existence of other occupants or lessees of the Property, then without limiting Landlord’s
recourse for Tenant’s breach of such representations and warranties, if such other tenants or
occupants shall be entitled to Relocation Benefits, Tenant shall have the sole and exclusive
responsibility for providing all such Relocation Benefits and paying all relocation costs required
to comply with all applicable federal and state laws, rules, and regulations and satisfying all
Claims of such parties. Tenant hereby agrees to indemnify, defend, protect and hold the Released
Parties harmless from and against any Claims asserted against or sustained by the Released
Parties arising from the presence or claims of any tenants or occupants of the Property (other than
Tenant) or any third party who has been granted an interest in the Property by or through Tenant,
including without limitation claims for Relocation Benefits and inverse condemnation.
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IN WITNESS WHEREOF, Landlord and Tenant have executed this Lease on the

dates specified below immediately adjacent to their respective signatures. Delivery of this Lease
to Landlord, duly executed by Tenant, constitutes an offer by Tenant to lease the Premises as
herein set forth, and under no circumstances shall such delivery be deemed to create an option
or reservation to lease the Premises for the benefit of Tenant. This Lease shall only become
effective and binding upon execution of this I.ease by Landlord and delivery of a signed copy to
Tenant.

LANDLORD:

CITY OF REDWOOD CITY,
a charter city and municipal corporation of the State of California

By:

Name:

Its:

Dated:

ATTEST:

Silvia Vonderlinden, City Clerk

TENANT:

CONTINENTAL TOOL COMPANY, INC.
a California corporation

By:

Name:

Iis:

Dated:

Redwood City Lease 10.07. 2010 v.4 (20 Chemical) 27



EXHIBIT A

LEGAL DESCRIPTION

Red property in the Gty of Redwood Gy, County of San Mabeo, State of Cdifornia, deseribed a5
follows:

PARCEL ONE;

PORTION OF LOT 4 AS SAID LOT IS SHOWN ON THAT CERTAIN MAP ENTITLED "WOODHOUSE
INDUSTRIAL PARK, REDWOCD CITY, CALIFORNIA", FRED IN THE OFFICE OF THE COUNTY
RECCRDER CF 5AN MATEO COUNTY, STATE OF CALIFORNIA, ON JUNE 17, 1966 IN BOOK 65
OF MAPS AT PAGE 3, SAID PORTION OF LOT 4 BEING MORE PARTICULARLY DESCRIBED AS
FOLLOWS:

BEGINNING AT THE NORTHWESTERL Y CORNER OF SAID LOT 4;

THENCE SOUTHEASTERLY ALONG THE NORTHEASTERLY LINE OF SAID LOT AND ALONG THE
SOUTHWESTERLY LINE OF CHEMICAL WAY, AS SAID WAY 15 SHOWN ON THE ABOVE
MENTIONED MAP, SOUTH 55° 13 12" EAST 44.61 FEET TO THE BEGINNING, OF A TANGENT
CURVE TO THE RIGHT;

THENCE ALONG SAID CURVE, HAVING A RADIUS OF 98 FEET, THROUGH A CENTRAL ANGLE OF
66° 28' 12" AN ARC LENGTH OF 113,69 FEET TO THE BEGINNING OF A COMPOUND CLRVE;
THENCE ALONG THE LAST SAID CURVE, HAVING A RADIUS OF 50 FEET, THROUGH A CENTRAL
ANGLE OF 43° 58' 35" AN ARC LENGTH OF 38,38 FEET TO THE BEGINNING OF A REVERSE
CURYE;

THENCE ALONG THE LAST SAID CURVE, HAVING A RADIUS OF 57 FEET, THROUGH & CENTRAL
ANGLE OF 47° 37' 59" AN ARC LENGTH OF 47.39 FEET;

THENCE LEAVING SAID NORTHEASTERLY LINE OF LOT 4 AND SAID SOUTHWESTERLY LINE OF
CHEMICAL WAY ON A NON-RADIAL LINE, SOUTH 67° 30' 00" WEST 45,66 FEET;

THENCE NORTH 59° 69' 15" WEST 100.83 FEET TO A POINT ON THE NORTHWESTERLY LINE
OF SAID1L.OT 4

THENCE ALONG THE LAST SAID LINE, NORTH 30° 50' 45" EAST 188,03 FEET TO THE POINT OF
BEGINNING.

PARCEL TWO:

PORTION OF LOT 4 A5 3RID LOT I5 SHOWN ON THAT CERTAIN MAP ENTITLED "WOODHOUSE
INDUSTRIAL PARK, REDWOCD (ITY, CALIFORNIA®, FILED IN THE OFFICE OF THE COUNTY
RECCRDER OF S&N MATEO COUNTY ON JUNE 17, 1966 IN BOOK 65 OF MAPS AT PAGE 3, SAID
PORTION OF LOT 4 BEING MORE PARTICULARLY DESCRIBED AS FOLLOWS:

BEGINNING AT THE SOUTHWESTERLY CORNER OF SAID LOT 4; THENCE A.ONG THE
NORTHWESTERLY LINE OF SAID LOT, MORTH 30° 5C' 45" EAST 173.61 FEET; THENCE LEAVING
THE LAST SAID LINE, SOUTH $9° 09' 15" EAST 180,83 FEET; THENCE NORTH 67° 30° GG" EAST
45.66 FEET TO APOINT ON THE SOUTHWESTERLY LINE OF CHEMICAL WAY, AS SAID WAY 1S
SHOWN ON THE ABOVE MENTIONED MAPR; THENCE SOUTHEASTERLY ALONG SAID
SOUTHWESTERLY LINE OF CHEMICAL WaY, ALOMG THE ARC OF A (RYE TO THE LEFT,
TANGENT TO A BEARING OF SOUTH 7° 35' 36" WEST, SAID CURVE HAVING A RADIS OF 57
FEET, THROUGH A CENTRAL ANGLE OF 52° 10' 017, AN ARC LENGTH OF 51.90 FEET; THENCE
LEAYING SAID SOUTH- WESTERLY LINE OF CHEMICAL WAY, SOUTH 67° 30' 00" WEST 98.49
FEET; THENCE SOUTH 30° 11'59" WEST 97,35 FEET TO & POINT ON THE SOUTHWESTERLY
LINE OF SAID LOT 4; THENG NORTHWESTERLY ALONG THE LAST SAID LINE, NORTH 59° 48
01" WEST 108,42 FEET TO THE POINT CF BEGINNING
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EXHIBIT B

RULES AND REGULATIONS

Tenant shali comply with the following ruies and regulations (as modified or supplemented fiom
time to time, the "Rules and Regulations"). Landlord shall not be responsible to Tenant for the
nonperformance of any of the Rules and Regulations by any other tenants or occupants of the Property.
In the event of any conflict between the Rules and Regulations and the other provisions of this Lease, the
latter shall control.

1 Upon the expiration or earlier termination of the Lease, Tenant shall deliver to Landlord
all keys and passes for offices, rooms, parking lot and toilet rooms which shall have been furnished
Tenant.

2 Tenant shall not throw anything out of doors, windows or skylights or down
passageways.
3 The Premises shall not be used for lodging, for living quarters or sleeping apartments, or

for any improper, objectionable or immoral purposes.

4. Landlord reserves the right to exclude from the Property any person who, in Landlord's
judgment, is intoxicated or under the influence of liquor or drugs, or who violates any of these Rules and
Regulations.

5. Tenant shall comply with all safety, fire protection and evacuation procedures and
regulations established by any governmental agency.

6. Tenant must comply with the State of California "No-Smoking” law set forth in
California Labor Code Section 6404.5 and with any local "No-Smoking" ordinance that may be in effect
from time to time and is not superseded by such law.

7. Landlord shall have no obligation to provide guard service or other security measures for
the benefit of the Premises or the Property. Tenant assumes all responsibility for the protection of
Tenant and its agents, employees, contractors and invitees, and the property thereof, from acts of third
parties, including responsibility for keeping doors locked and other means of entry to the Premises
closed, whether or not Landlord, at its option, elects to provide security protection for any portion of the
Property. Tenant further assumes the risk that any safety or security device, service or program that
Landlord elects, in its sole and absolute discretion, to provide may not be effective, or may malfunction
or be circumvented by an unauthorized third party, and Tenant shall, in addition to its other insurance
obligations under this Lease, obtain its own insurance coverage to the extent Tenant desires protection
against losses resulting from such occurrences. Tenant shall cooperate in any reasonable safety or
security program developed by Landlord or required by Law.

8. No auction, liquidation, fire sale, going-out-of-business or bankruptcy sale shall be
conducted in the Premises without Landlord's prior written consent.
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EXHIBIT C
HAZARDOUS SUBSTANCES DISCLOSURE CERTIFICATE

Your cooperation in this matter is appreciated. Initially, the information provided by you in this
Hazardous Substances Disclosure Certificate is necessary for the Landlord to evaluate your proposed
uses of the premises (the "Premises") and to determine whether to enter into a lease agreement with you
as tenant. If a lease agreement is signed by you and the Landlord (the "Lease Agreement"), on an
annual basis in accordance with the provisions of Section 4.4(f) of the Lease Agreement, you are to
provide an update to the information initially provided by you in this certificate. Any questions
regarding this certificate should be directed to, and when completed, the certificate should be delivered to
the Landlord at the address set forth in the Lease Agreement:

Name of (Prospective) Tenant:

Mailing Address:

Contact Person, Title and Telephone Number(s):

Contact Person for Hazardous Waste Materials Management and Manifests and Telephone Number(s):

Address of (Prospective) Premises:

Length of (Prospective) initial Term:

1. GENERAL INFORMATION:

Describe the proposed operations to take place in, on, or about the Premises, including, without
limitation, principal products processed, manufactured or assembled, and services and activities
to be provided or otherwise conducted. Existing tenants should describe any proposed changes
10 on-going operations.

2. USE, STORAGE AND DISPOSAL OF HAZARDOUS SUBSTANCES

2.1 Will any Hazardous Substances {(as hereinafter defined) be wvsed, generated, treated,
stored or disposed of in, on or about the Premises? Existing tenants should describe any
Hazardous Substances which continue to be used, generated, treated, stored or disposed
of in, on or about the Premises.

Wastes Yes 0 No O
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Chemical Products Yes 1 Nol[J
Other Yes [} Noll

If Yes is marked, please explain:

2.2 If Yes is marked in Section 2.1, attach a list of any Hazardous Substances to be used,
generated, treated, stored or disposed of in, on or about the Premises, including the
applicable hazard class and an estimate of the quantities of such Hazardous Substances
to be present on or about the Premises at any given time; estimated annual throughput;
the proposed location(s) and method of storage {excluding norminal amounts of ordinary
household cleaners and janitorial supplies which are not regulated by any Environmental
Laws, as hereinafter defined); and the proposed location(s) and method(s) of treatment or
disposal for each Hazardous Substance, including, the estimated frequency, and the
proposed contractors or subcontractors. Existing tenants should attach a list setting forth
the information requested above and such list should include actual data from on-going
operations and the identification of any variations in such information from the prior
year's certificate.

3 STORAGE TANKS AND SUMPS
Is any above or below ground storage or treatment of gasoline, diesel, petroleum, or other
Hazardous Substances in tanks or sumps proposed in, on or about the Premises? Existing tenants
should describe any such actual or proposed activities.

Yes [0 No il

if yes, please explain:

4. WASTE MANAGEMENT
4.1 Has your company been issued an EPA Hazardous Waste Generator LD. Number?
Existing tenants should describe any additional identification numbers issued since the

previous certificate,

Yes [ Noll

42 Has your company filed a biennial or quarterly reports as a hazardous waste generator?
Existing tenants should describe any new reports filed.

Yes £l Nold

If yes, attach a copy of the most recent report filed.
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5 WASTEWATER TREATMENT AND DISCHARGE

5.1 Will your company discharge wastewater or other wastes to:
storm drain? sewer?
surface water? no wastewater or other wastes discharged.

Existing tenants should indicate any actual discharges. If so, describe the nature of any
proposed or actual discharge(s).

52 Will any such wastewater or waste be treated before discharge?
Yes O Nol}

If yes, describe the type of treatment proposed to be conducted. Existing tenants should
describe the actoal treatment conducted.

6. AIR DISCHARGES

6.1 Do you plan for any air filtration systems or stacks to be used in your company's
operations in, on or about the Premises that will discharge into the air; and will such air
emissions be monitored? Existing tenants should indicate whether or not there are any
such air filtration systems or stacks in use in, on or about the Premises which discharge
into the air and whether such air emissions are being monitored.

Yes O NoId

If yes, please explain:

6.2 Do you propose to operate any of the following types of equipment, or any other
equipment requiring an air emissions permit? Existing tenants should specify any such
equipment being operated in, on or about the Premises.

Spray booth(s) Incinerator(s)

Dip tank(s) Other (Please describe)
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6.3

Drying oven(s) _____ No Equipment Requiring Air Permits

If yes, please explain:

Please describe (and submit copies of with this Hazardous Substances Disclosure
Certificate) any reports you have filed in the past thirty-six months with any
governmental or quasi-governmental agencies or authorities related to air discharges or
clean air requirements and any such reports which have been issued during such period
by any such agencies or authorities with respect to you or your business operations.

7. HAZARDOUS SUBSTANCES DISCLOSURES

7.1

7.2

Has your company prepared or will it be required to prepare a Hazardous Substances
management plan ("Management Plan") or Hazardous Substances Business Plan and
Inventory ("Business Plan") pursuant to Fire Department or other governmental or
regulatory agencies' requirements? Existing tenants should indicate whether or not a
Management Plan is required and has been prepared.

Yes [ Nofd

If yes, attach a copy of the Management Plan or Business Plan. Exisfing tenants should
attach a copy of any required updates to the Management Plan or Business Plan.

Are any of the Hazardous Substances, and in particular chemicals, proposed to be used in
your operations in, on or about the Premises listed or regulated under Proposition 657?
Existing tenants should indicate whether or not there are any new Hazardous Substances
being so used which are listed or regulated under Proposition 65.

Yes [J No[d

H yes, please explain:

8. ENFORCEMENT ACTIONS AND COMPLAINTS

8.1

With respect to Hazardous Substances or Environmental Laws, has your company ever
been subject to any agency enforcement actions, administrative orders, or consent
decrees or has your company received requests for information, notice or demand letters,
or any other inquiries regarding its operations? Existing tenants should indicate whether
or not any such actions, orders or decrees have been, or are in the process of being,
undertaken or if any such requests have been received.

Yes [0 Noll

Redwood City Lease 10.07. 2010 v.4 {20 Cherical) 33



I yes, describe the actions, orders or decrees and any continuing compliance obligations
imposed as a result of these actions, orders or decrees and also describe any requests,
notices or demands, and attach a copy of all such documents. Existing tenants should
describe and attach a copy of any new actions, orders, decrees, requests, notices or
demands not aheady delivered to Landlord pursuant to the provisions of Section 4.4(f) of
the Lease Agreement.

8.2 Have there ever been, or are there now pending, any lawsuits against your company
regarding any environmental or health and safety concerns?

Yes [0 No[l

If yes, describe any such lawsuits and attach copies of the complaint(s), cross-
complaint(s), pleadings and other documents reiated thereto as requested by Landlord.
Existing tenants should describe and attach a copy of any new complaint(s), cross-
complaini(s), pleadings and other related documents not already delivered to Landlord
pursuant to the provisions of Section 4.4(f) of the Lease Agreement.

83 Have there been any problems or complaints from adjacent tenants, owners or other
neighbors at your company's current facility with regard to environmental or health and
safety concerns? Existing tenants should indicate whether or not there have been any
such problems or complaints from adjacent tenants, owners or other neighbors at, about
or near the Premises and the current status of any such problems or complaints.

Yes {1 Noll

If yes, please describe. Existing tenants should describe any such problems or
complaints not already disclosed to Landlord under the provisions of the signed Lease
Agreement and the current status of any such problems or complaints,

9. PERMITS AND LICENSES
Attach copies of all permits and licenses issued to your company with respect to its proposed

operations in, on or about the Premises, including, without limitation, any Hazardous Substances
permits, wastewater discharge permits, air emissions permits, and use permits or approvals,
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Existing tenants should attach copies of any new permits and licenses as well as any renewals of
permits or licenses previously issued.

Asg used herein, "Hazardous Substances" and "Environmental Laws" shall have the meanings
given to such terms in the Lease Agreement.

The undersigned hereby acknowledges and agrees that this Hazardous Substances Disclosure
Certificate is being delivered to Landlord in connection with the evaluation of a Lease Agreement and, if
such Lease Agreement is executed, will be attached thereto as an exhibit. The undersigned further
acknowledges and agrees that if such Lease Agreement is executed, this Hazardous Substances
Disclosure Certificate will be updated from time to time in accordance with the Lease Agreement. The
undersigned further acknowledges and agrees that the Landlord and its partners, lenders and
representatives may rely upon the statements, representations, warranties, and certifications made herein
and the truthfulness thereof in entering into the Lease Agreement and the continuance thereof throughout
the Term of the Lease Agreement.

Tenant hereby certifies, represents and warrants that the information contained in this certificate
is true and correct.

(PROSPECTIVE) TENANT:

By:
Title:
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Schedule 12(d)

Hazardous Materials Disclosure

Owner discloses to Optionee that the Real Property is located within 2,000 feet from the real
property commonly known as 70 Chemical Way, Redwood City, California (the “Adjacent
Property”). The Adjacent Property is the subject of on-going groundwater monitoring under the
oversight of the Regional Water Quality Control Board, San Francisco Region. As provided in
Paragraph 10(b) of this Agreement, within three (3) days after the Execution Date Owner shall
provide Optionee with copies of the documentation, if any, in its possession describing the scope
of contamination at the Adjacent Property and the Property (including the types and quantities of
Hazardous Materials).

Owner further discloses to Optionee that the Tenant uses machine oils mixed with water in
connection with the operation of a compressor press at the Real Property. The liquid generated
from the use of this oil is cleaned up regularly with dry sweep and placed in a 55-gallon drum
that is removed once a year by a licensed waste handiing company.

Option Agreement 20 Chemical
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REAL ESTATE OPTION AGREEMENT

50 CHEMICAL WAY

THIS REAL ESTATE OPTION AGREEMENT (this “Agreement”) is dated for
reference purposes as of October 1, 2010 (the “Agreement Date™) and is made and entered into
by and between THE CITY OF REDWOOD CITY, a charter city and a municipal corporation
of the State of California (“Optionee™), and LAS CRUCES HOLDINGS, LLC, a California
limited Hability company (“Owner™).

RECITALS

A Owner is the owner of certain improved real property along with certain related
tangible and intangible personal property.

B Optionce desires to acquire the exclusive option to purchase such property from
Owner on the terms and conditions set forth herein.

NOW, THEREFORE, for and in consideration of the mutual covenants and agreements
contained in this Agreement, and other good and valuable consideration, the receipt and
adequacy of which are hereby acknowledged, Optionee and Owner hereby agree as follows:

AGREEMENT

i. Grant of Option o Purchase; Consideration

(a) Grant of Option. Subject to the terms and conditions of this Agreement,
Owner hereby grants to Optionee the exclusive right and option (the “Option™) to purchase the
following:

(1 The real property commonly known as 50 Chemical Way,
consisting of approximately 1.44 acres of land, having Assessor Parcel Numbers 052-392-260
and 0052-392-210, located in the City of Redwood City (the “City™), County of San Mateo (the
“County”), California, as more particularly described in Exhibit A attached hereto (the
“Land™);

(i) Owner's interest in all rights, privileges and casements appurtenant
to the Land, including, without limitation, all minerals, oil, gas and other hydrocarbon substances
as well as all development rights, atr rights, water, water rights (and water stock, if any) relating
to the Land and any easements, rights-of~way or other appurtenances used in connection with the
beneficial use and enjoyment of the Land (collectively, the “Appurtenances™);

(iti)  Owner's interest in all improvements and fixtures Jocated on the
Land, including all buildings and structures presently located on the Land, all apparatus,
equipment and appliances used in connection with the operation or occupancy of the Land, such
as heating and air conditioning systems and facilities used to provide any wtility services,
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refrigeration, ventilation, garbage disposal, recreation or other services on the Land (all of which
arc collectively referred fo as the “Improvements™ and, together with the Land and the
Appurtenances, the “Real Property™); and

(iv)  Owner's interest in any tangible or intangible personal property
owned by Owner and used in the ownership, use and operation of the Land, the Appurtenances
and Improvements, including, without limitation, (1) the right {o usc any trade name now used in
connection with the Real Property, (ii} all of Owner’s right, title and interest in and to all plans
and specifications relating to the Real Property, (1ii) all existing warranties and guaranties
(cxpress or implied) relating to the Real Property, (iv) Owner’s rights under any agreements
relating to maintenance and service of the Real Property and other rights relating to the
ownership, use and operation of the Real Property (the “Contracts™), (v) Owner’s rights under
that cerlain Standard Industrial/Commercial Lease Single-Tenant Lease-Net between Owner (as
the landlord) and Airgas-Northerm California and Nevada, Inc.(“Tenant™), dated September 24,
2007 (the “Lease™), (vi) the Property Documents (as defined in Paragraph 10(b)). and (vii) all
other intangible rights or claims that run with or relate to the Real Property (collectively, the
“Personal Property” and, together with the Real Property, the “Property”). Notwithstanding
the foregoing, Optionee shall not be deemed to have assumed any obligations of Owner under
any Contract or other agreement unless Optionce expressly assumes such obligations in writing.

(b) Non-Refundable Option Payment. As good and adequate consideration
for the grant of the Option, within one (1) business day following the Opening of Escrow (as
defined in Paragraph 4(a)), Optionce shall deposit into Escrow (as defined in Paragraph 4(a)
hereof) with First American Title Company (the “Escrow Helder”) at its office at 901 Mariners
Island Boulevard, Suite 380, San Matco, California, 94404 (attention: Karcn Matsunaga,
telephone (650) 638-9106), a cash sum cqual o Two Thousand Dollars {$2,000) (the “Option
Payment”). Owner acknowledges that the Option Payment constitutes good, adequate and
reasonable consideration for the grant of the Option, taking into account, among other things, the
Purchase Price (as defined in Paragraph 3(a)) for the Property, the appraised value of the
Property, and the length of the Option Term (as defined in Paragraph 2(a)) In addition, Owner
acknowledges that Optionee will incur additional costs and expensces in cvaluating the Property
during the Feasibility Pertod (as defined in Paragraph 10{a)) and that Optionec’s expenditurc of
such funds constitutes additional and adequate consideration for the grant of the Option.
Following the Opening of Escrow the Option Payment shall not be refundable under any
circumstances and shall immediately be released to Owner from Escrow. The Option Payment
shall be credited to the Purchase Price.

(c) Refundable Initial Deposit. In addition to the Option Payment, concurrent
with the deposit of the Option Payment into Escrow, Optionee shali deposit into Escrow (as
defined in Paragraph 4(a} hercof} with Escrow Holder a cash sum equal to Forty-Eight
Thousand Dollars ($48,000) (the “Initial Deposit™). While in Escrow, the Initial Deposit shall
be held in an interest-bearing account by the Escrow Holder for the benefit of Optionee. The
Initial Deposit and any interest carned thereon while in the Escrow shall be applicable to the
Purchase Price (as defined below). If Optionee provides the Notice to Proceed (as defined in
Paragraph 10(a) hereof) prior to the expiration of the Feasibility Period, the Initial Deposit shall
become non-refundable (except if Owner defaults on its obligations herein or as otherwise

expressly provided for herein) and shall remain in Escrow pending the Closing (as defined in
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Paragraph 4(c) hercof) or carlicr termination of this Agreement; provided, however, that if
Optionee exercises the first Extension Option (as defined in Paragraph 2(b), then the Initial
Deposit shall be released from Escrow and paid to Owner concurrently with Optionce’s excreise
of such Extension Option. If Optionce does not provide the Notice to Proceed prior to the
expiration of the Feasibility Period, Owner and Optionce hereby authorize Escrow Holder to
immediately release the Initial Deposit (and all of the interest camed thercon) (o Optionec at the
expiration of the Feasibility Period without any additional documentation required from the
partics. Owner releases Escrow Holder from all Hability in connection with the release of the
Initial Deposit to Optioncee in accordance with the preceding sentence, and following such 1elease
of the Initial Deposit, neither party shall have any further rights or obligations hereunder (other
than those arising from a party’s breach of this Agreement or otherwise as expressly provided
herein). The Initial Deposit shall be credited to the Purchase Price.

(d} Additional Deposits, 1f this Agreement is not terminated during or at the
end of the Feasibility Period, and if Optionce exercises any of its Extension Options as provided
in Paragraph 2(b). then concurrently with the exercise of any such Extension Option, Optionce
shall deposit into Escrow additional payments (each, an “Additional Deposit”) in accordance
with the terms and conditions of Paragraph 2(b). The Additional Deposits shall constitute good
and adequate consideration for the extension of the Option and once released to Owner shall not
be refundable to Optionee (even if Optionee never exercises the Option) except in the event of a
breach or default by Owner or the failure of a condition to Closing pursuant to Paragraph 10.

(e) Deposiis Defined. As used in this Agreement, the term “Deposits™ means
the Initial Deposit and each Additional Deposit, if any, that Optionee deposits in Escrow as
provided in Paragraph 2(b) below. Each Deposit shall be either an “Applicable Deposit” or a
“Non-Applicable Deposit.” The Initial Deposit and cach Applicable Deposit, if any, made by
Optionec that is designated as an Applicable Deposit in the Table referred to in Paragraph 2(b)
shall be deemed “Applicable Deposits” and shall be credited to the Purchase Price at the
Closing. Each Additional Deposit, if any, that is made by Optionce and that is designated as a
Non-Applicable Deposit in the Table referred to in Paragraph 2({b) shall be deemed a “Non-
Applicable Deposit” and shall not be credited to the Purchase Price.

2 Option Term; Exercise of Option.

(a) Option Term. The term of the Option shall commence upon the date that
this Agreement has been exceuted and delivered by both Owner and Optionee, as evidenced by
the last date set forth below the signatures of Owner and Optionee hereto (the “Execution
Date™), and shall expire on December 27, 2010 (the “Initial Option Term™), unless earlier
exercised or extended pursuant to Paragraph 2(b) below.  As used in this Agreement, the term
“Option Term” means the Initial Option Term plus each Extension Period with respect to
which Optionce has exercised an Extension Option pursuant to Paragraph 2(b).

(b) Extension of Option Term. Notwithstanding Paragraph 2(a) or any other
provision of this Agreement to the contrary, but subject to Paragraph 4{(d) bclow, Optionee shall
have the right to extend the Initial Option Term up to twelve (12) times (each, an “Extension
Option™) for twelve (12) consecutive periods of approximately one-month cach (each, an
Extension Period™), as set forth in the table below (the “Table™).  In order to exercise the first
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Extension Option (i.c, for the period from December 27, 2010, through Janvary 31, 2011), on or
before close of business on December 27, 2010, Optionee shall (i) notify Escrow Holder and
Owner that Optionee elects to exercise the first Extension Option, (ii) instruct Escrow Holder to
release to Owner the Initial Deposit, and (iii} deposit into Escrow for immediate release to Owner
the Additional Deposits in the amount sct forth in the Table that corresponds to the first
Extension Period. In order to exercise the second (and each subscquent) Extension Option,
Optionec shall (x) notify Escrow Holder and Owner on or before the commencement of the
applicable Extension Period that Optionce elects to exercise the Extension Option corresponding
1o such Extension Period and (y) deposit into Escrow for immediate release to Owner the
Applicable Deposit or the Non-Applicable Depostt, as the case may be, that corresponds o cach
such Extenston Period, in accordance with the Table below:

Extension Period Applicable Deposit Non-Applicable Total Deposits
Deposit

12/27/2010 through $104,000 {(comprised | $52,000 $156,000
1/31/2011 of the Initial Deposit

of $48.000, plus an

Additional Deposit of

$56,000)
2/1/2011 through $06.00 $26,000 $26,000
2/28/2011
3/1/2011 through $0.00 $26,000 $26,000
373172011
4/1/2011 through $0.00 $26,000 $26,000
4/30/201 1
5/1/2011 through $0.00 $26,000 $26,000
5/3172011
6/1/2011 through $26,000 $0.00 $26,000
6/30/2011
7/1/2011 through $26.000 $0.00 $26,000
7/31/2011
8/1/2011 through $26,000 $0.00 $26,000
8/31/2011
9/1/2011 through $26,000 $0 00 $26,600
9/30/2011
10/1/2011 through $26,000 $0.00 $26,000
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10/31/2011

11/1/7201 1 through $26,000 $0.00 $26,000
11/30/201 1

12/1/2011 through $26,000 $0 00 $26,000
12/28/2011

(c) Exercise of Option. The Option shall be exercisable by Optionee in its sole
and absolute discretion at any time during the Option Term, and shall be exercised, if at all, by
delivery to Owner and the Escrow Holder within the Option Term of written notice {the
“Exercise Notice™) of Optionce’s exercise of the Option. If Optionee exercises the Option, then
(i) Optionee shall not be required to make any Additional Deposits, (i} Optionce shall be
obligated to purchase the Property, subject to the terms and conditions of this Agreement, and
(iii) the parties shall proceed to the Closing as provided in Paragraph 4{c) and the other
applicable provisions of this Agreement. If Optionee exercises an Extension Option, then the
Option Term shall be extended for the Extension Period corresponding to such Extension Option.
If the Option is not exercised as provided herein on or before the expiration of the Option Term,
or if the Option Term is not extended as provided in Paragraph 2(b), then subject to Paragraph
21 below, the Option shall lapse and be of no further force or effect.

(d)  Limitations on Extension Options. Owner acknowledges that Optionee is
considering the purchase of the Property, together with certain adjacent properties that Optionee
also desires to acquire the option to purchase (collectively, the “Site”), in order to redevelop the
Site for public purposes (the “Project”™). In order to proceed with the Project, Optionce may be
required {o undertake certain environmental and other studies and to obtain certain approvals or
clearances that are necessary or appropriate for the redevelopment of the Site, including without
limitation the subdivision, re-subdivison or merger of the various parcels comprising the Site,
zoning and/or general plan changes, and compliance with the California Environimental Quality
Act and applicable regulations and requirements relating to the Project (collectively, the “Project
Approvals™). Optionee shall work in good faith to obtain the Project Approvals, provided that
Optionee makes no assurances that it will be successful in obtaining the Project Approvals or the
time required to obtain the Project Approvals. However, if Optionec obtains the Project
Approvals, then notwithstanding that Optionee may have one or more unexercised Extension
Options at the time it obtains the Project Approvals, the Option Term shall be deemed to have
expired on the date that is thirty (30) days afier the Project Approvals have been finally
approved. As used in this Paragraph 2(d), the Project Approvals shall be deemed to have been
“finally approved” only after all applicable governmental authorities and public agencies having
jurisdiction thereof (collectively, the "Governmental Authorities™) have granted, certified, or
otherwise issued the Project Approvals and all applicable appeal periods for such Project
Approvals shall have expired without an appeal or challenge having been taken or made or, il
any such appeal or challenge is taken or made, then upon resolution of that appeal or challenge
without any change or revision thereto as originally approved by the Governmental Authoritics,
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or with only changes or revisions being made thereto which are approved by Optionee in its
reasonable discretion.

3 Purchase Price; Loan Prepavment Fee.

(a) Purchase Price. The purchase price for the Property shall be Five Million
Two Hundred Thousand Dollars ($5,200,000) (the *Purchase Price™). If Optionce cxcercises the
Option, the Purchase Price shall be paid by Optionce to Owner at the Closing as follows: (a)
Optionee shall receive a credit to the Purchase Price equal to the sum of the Option Payment, the
Initial Deposit, and all Applicable Deposits made by Optioncee, plus all interest accrued on the
Deposits while in Escrow, and (b) Optionee shall deposit mito the Escrow at or prior to the
Closing for delivery to Owner a sum (the “Clesing Payment”) equal to the balance of the
Purchase Price.

(b} Loan Prepayment Fee. The Property currently is encumbered by a deed of
trust (the “Deed of Trust”) securing a Loan (the “Loan’’) evidenced by a promissory note (the
“Note™) in the original principal amount of Two Million Five Hundred Thousand Dollars
$2,500,000 {(the “Loan™) in favor of American United Life Insurance Company(*‘Lender”). The
Deed of Trust was recorded on July 3, 2008, as Instrument No. 2008-077567 of the official
records of San Mateo County, California. At the Closing, Owner shall cause the deed of trust
and any other documents evidencing or securing the Loan to be released and reconveyed. To the
extent that a prepayment fee or premium (the “Prepayment Fee™) is required to be paid to the
Lender pursuant to the Note, the Deed of Trust or the other documents evidencing the Loan as a
condition to the prepayment of the Loan and/or the release and reconveyance of such documents
in connection with the Closing of the sale of the Property to Optionee, Optionee shall pay, in
addition to the Purchase Price, such fee at the Closing; provided, however, that Optionee’s
obligation to pay the Prepayment Fee shall arise if, and only if] the Closing occurs, and
Optionec’s obligation to pay the Prepayment Fee shall not exceed, in the aggregate, Five
Hundred Thousand Dollars ($500,000) (“*Optionee’s Prepayment Fee Contribution™). The
Optionee’s Prepayment Fee Contribution shall be paid through Escrow at (and subject to the
occurrence of) the Closing. As a condition precedent to Optionee’s obligation to make the
Optionee’s Prepayment Fee Contribution, Owner shall provide Optionee with copies of all
correspondence between Owner and the Lender regarding the Prepayment Fee, including without
limitation the Lender’s writien demand for such payment together with all information and
calculations used in determining the amount of the Prepayment Fee. To the extent that any other
amounts are required {o be paid to the Lender (including without limitation, principal, interest,
reconveyance fees, or other fees or costs of any kind), Owner shall be solely responsible for
paying such amounts without reimbursement from Optionee.

4 Escrow,

(a) Opening of Escrow. Promptly afler the full execution and delivery of this
Agreement, the parties will open an escrow (the “Escrow”) with Escrow Holder and shall deposit
with Escrow Holder a copy of this fully executed Agreement, or executed counterparts hereof.
The “Opening of Escrow” shall be deemed to have occurred on the date following the exceution
and delivery of this Agreement by Optionce and Owner that Escrow Holder executes the
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“Acceptance of Escrow Holder™ immediately following the signature pages of this Agreement
(the “Acceptance™) and returns to Optionee and Owner such Acceptance.

{b) Instructions and Fees. This Agreement constitutes joint instructions to the
Escrow Holder to consummate the purchase in accordance with the terms and provisions hercof;
provided, however, that the parties shall execute such additional escrow instructions, not
imconsistent with the provisions hereof, as may be deemed reasonably necessary to carny out the
intentions of the parties as expressed herein. If the Closing occurs, Optionee shall pay the cost of
the title insurance premium for the Title Policy (as defined in Paragraph 5(c)) and City and
County documentary transfer taxes, if any. If the Closing occurs, Owner shall pay the costs of
removing any exceptions {o title (other than Permitied Exceptions), as defined in Paragraph
S(a), and Personal Property Encumbrances, as defined in Paragraph 5(d) Escrow Fees,
recording fees, and any other closing costs shall be borne by the parties in accordance with the
custom of the County.

(c) Closing. The “Closing™ shall occur on a date selected by Optionee (either
following or concurrently with the exercise of the Option), provided that Owner has received at
feast fifteen (15) days prior written notice of such date (the “Cloesing Date”), and provided
further that the Closing Date shall occur not earlier than thirty (30} days after the Opening of
Escrow and no later than thirty (30) days after Optionee’s exercise of the Option pursuant to
Paragraph 2(c) (the “Outside Date”). If Optionce exercises the Option but fails to provide
Owner with at least fifteen (15) days prior written notice of the Closing Date, then unless
otherwise agreed in writing by Optionee and Owner the Closing Date shall be the Outside Date.
The Closing shall occur only after (i) Optionee has exercised the Option, (i1) all parties to Escrow
have fully performed their respective duties, (iii) Escrow Holder is irrevocably committed to
issue to Optionee the Title Policy, and (iv) nothing remains to be done in order to transfer to
Optionee fee title to the Real Property other than Escrow Holder’s recordation of Owner’s grant
deed (the “Grant Deed”) with the County recorder; provided that the Closing shali be deemed to
have occurred only upon recordation of the Grant Deed with the County recorder.

5. Title.

{a) Title Review. Within ten (10) days after the Opening of Escrow, Optionce
shall obtain a current preliminary title report for the Real Property issued by Escrow Holder,
together with legible and complete copies of all underlying documents referenced as exceptions
in the Title Report and a plot plan for the Real Property showing the locations of all recorded
casements (collectively, the “Title Report™). Optionce shall have the right to obtain an ALTA
survey or other survey (the “Survey™) of the Real Property at Optionee’s sole cost and, if it
obtains the Survey, Optionee shall provide Owner with a copy of it. Within fifteen (15) business
days following Optionee’s receipt of both the Title Report and the Survey (collectively, the
“Title Documents™) but not later than November 10, 2010, Optionee shall either approve in
writing the cxceptions contained in the Title Documents or specify in wriling any exceptions or
other matters shown on the Survey to which Optionee objects. Al title exceptions and Survey
matiers not objected 1o, as well as the Lease and the lien for current taxes not yet delinquent,
shall be referred to as “Permitted Exceptions,” except for the following (collectively, “Owner
Removal Items™): liens of deeds of trust or other monctary obligations, judgment liens, and
leases or other occupancy agreements (other than the Lease), none of which shall constitute
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“Permitied Exceptions.” Owner shall have ten (10) days afier receipt of such notice to advise
Optionee by written notice of any disapproved exceptions or matters which will not be removed
from title by Owner prior to the Closing (other than Owner Removal Items, which Owner shall
be required to remove prior to the Closing). 1f Optionee provides the Notice to Proceed to
Owner during the Feasibility Period, the exceptions contained in the Owner’s notice (other than
Owner Removal Items) shall be deemed additional Permitted Exceptions.

(b) New Exceptions. If any new exceptions or matters are first included in
any supplement or update to the Title Report issued after the expiration of the Feasibility Period
(collcctively, “New Exceptions™), Optionee shall notify Owner in writing on or before 5:00 p.m.
Pacific Time within three (3) business days after receipt of such supplement if Optionee
disapproves some or all of the New Exceptions (the “New Exceptions Objection Notice™) If
Optionee timely delivers to Owner a New Exceptions Objection Notice, Owner shall thereafter
have five (5) business days to determine whether Owner is willing to remove the New
Exceptions (the “Decision Period”) and deliver notice to Optionce. 1f at the end of the Decision
Period Owner is unwilling to remove the New Exceptions, and if Optionee is unwilling to waive
its objections, then either party may terminate this Agreement upon notice to the other, 1f
Optionee waives its objections and eleets to proceed to Closing, the New Exceptions shall be
deemed to be Permitted Exceptions and Optionee shall not be entitled to any reduction in the
Purchase Price. In the event that Owner fails to deliver Owner’s response notice to Optioncee as
sel forth in this Paragraph 5(b), Owner shall be deemed to have clected not to remove the New
Exceptions. If prior to the end of the Decision Period Owner advises Optionee that Owner is
willing to remove the New Exceptions, then Owner thercafier shall cause the New Exceptions to
be removed by the Closing Date. Notwithstanding the foregoing, Owner shall be required to
remove al its sole cost any New Exceptions that constitute Owner Removal Items, irrespective of
whether Optionee expressly has objected to such exceptions or items.

(c) Title Delivered at Closing. By executing the Grant Deed, Owner shall
convey to Optionee (or to such other person or entity as Optionee may designate) marketable fee
title to the Real Property subject only to the Permitted Exceptions. Immediately following
recordation of the Grant Deed, Escrow Holder shall issue to Optionee an ALTA extended
coverage owner’s policy of title insurance (2006 form), with coverage in the amount of the
purchase price for the Real Property, showing fee simple title to the Real Property vested in
Optionce, subject only to the Permitted Exceptions (the “Title Policy™).

(d) Personal Property Encumbrances. To the extent that any of the Personal
Property is encumbered by Uniform Commercial Code financing statements or other liens or
encumbiances (“Personal Property Encumbrances”), Owner shall cause such Personal
Property Encumbrances to be released or otherwise removed prior to the Closing.

6. Liguidated Damages. OPTIONERE AND OWNER AGREE THAT IF OPTIONEE
EXERCISES THE OPTION PURSUANT TO PARAGRAPH 2(¢c) AND THEREAFTER
DEFAULTS ONITS OBLIGATION TO PURCHASE THE PROPERTY PURSUANT
HERETO, THE DAMAGES TO OWNER WOULD BE DIFFICULT AND IMPRACTICAL TO
DETERMINE ACCORDINGLY, IN THE EVENT OF SUCH DEFAULT BY OPTIONEE,
OPTIONEE AND OWNER HAVE AGREED TO FIX AS LIQUIDATED DAMAGES THE
DEPOSITS, BUT ONLY TO THE EXTENT THE DEPOSITS HAVE THERETOFORE BEEN
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DEPOSITED WITH ESCROW HOLDER OR PAID DIRECTLY TO OWNER, AND SUCH
DEPOSITS SHALL BE RETAINED BY OWNER AS LIQUIDATED DAMAGES, AND
SHALL CONSTITUTE OWNER’S SOLE AND EXCLUSIVE REMEDY FOR SUCH
DEFAULT. OWNER’S RETENTION OF SUCH DEPOSITS AS LIQUIDATED DAMAGES
IS NOT INTENDED AS A FORFEITURE OR PENALTY UNDER CALIFORNIA CIVIL
CODE SECTIONS 3275 OR 3369, BUT INSTEAD IS INTENDED TO CONSTITUTE
LIQUIDATED DAMAGES TO OWNER PURSUANT TO SECTIONS 1671, 1676 AND 1677
OF THE CALIFORNIA CIVIL CODE. OWNER HEREBY WAIVES THE PROVISIONS OF
CALIFORNIA CIVIL CODE SECTIONS 1680 AND 3389, OWNER AGREES THAT THESE
LIQUIDATED DAMAGES SHALL BE IN LIEU OF ANY OTHER MONETARY RELIEF OR
OTHER REMEDY, INCLUDING WITHOUT LIMITATION SPECIFIC PERFORMANCE, TO
WHICH OWNER OTHERWISE MIGHT BE ENTITLED UNDER THIS AGREEMENT, AT
LAW OR IN EQUITY . OPTIONEE AND OWNER SPECIFICALLY ACKNOWLEDGE
THEIR AGREEMENT TO THE FOREGOING LIQUIDATED DAMAGES PROVISION BY
INITIALING THIS PARAGRAPH IN THE APPROPRIATE SPACES PROVIDED BELOW,

Optionec’s Initials ga\ Owner’s Initial _/

The above Liquidated Damages provisions shall not limit Optionce’s liability to the extent set
forth in this Agreement for any damage to persons or property to the extent caused by Optionee
or any Optionec’s Authorized Parties (as defined in Paragraph 9(a)), which Hability shall be in
addition to the liquidated damages referenced above.

7. Prorations. If the Closing occurs, all income, if any, and expenses of the Real
Property shall be apportioned as of 12:01 a.m., on the day of Closing as if Optionee were vested
with title to the Real Property during the entire day upon which Closing eccurs. Notwithstanding
the gencrality of the preceding sentence, specific items of income and expense shall be prorated
as follows:

(a) Collecied Rent.  All coliected rent, collected tenant reimbursements for
Operating Expenses (as defined in Paragraph 7(b) below), and other collected income for the
month of Closing under the Lease shall be prorated as of the Closing Date. Optionee shall be
credited with any rent and other income collected by Owner before the Closing Date but
applicable to any period of time from and after the Closing Date. Uncollected rent and other
income shall not be prorated on the Closing Date. Any rent received by Owner after the Closing
Date with respect to time periods from and after the Closing Date shall be delivered to Optionce
within five (5) days of Owner’s receipt. Optionec shall apply rent and other income that is
collected from the Tenant after the Closing Date first to the obligations then owing to Optionee
for its period of ownership and 1o those reasonable attorneys’ fees incurred by Optionee in
collecting such amount, and shall remit the balance to Owner, to the extent attributable to the
period prior to the Closing Date. Within ninety (90} days following the Closing Date, Owner
may pursue collection as to any rent owing by the Tenant attributable to the period prior to the
Closing, provided that Owner shall have no right to seek to terminate the Lease or Tenant’s
occupancy under the Lease in connection with its collection efforts.

{b) Operating Expenses.  Taxes, insurance, utilities (to the extent not paid
directly by the Tenant), common arca maintenance and other operating costs and expenscs in
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connection with the ownership, operation, maintenance and management of the Real Property
(collectively “Operating Expenses™) shall be prorated as of the Closing Date as set forth in
Paragraph 7(a). Thosc Operating Expenses being paid directly by the Tenant shall not be
prorated. Operating Expenses that are not payabie by the Tenant either directly or not
reimbursable under the Lease shall be prorated between Owner and Optionee on an acerual basis.

(c) Taxes and Assessments. Owner shall pay any delinquent real property
taxes and assessments relating to the Real Property. Non-delinquent real estate taxes and
assessments imposed by any governmental authority shall be prorated as of the Closing Date
based upon the tax bill(s) received for and applicable to the period(s) in which the Closing Date
occwrs; or, to the extent such tax bill(s) and applicable amount(s) are not available by the Closing
Date, based on the most recent ascertainable assessed values and tax rates. Owner shall receive a
credit for any prepaid taxes and assessments paid by Owner attributable to the period prior to the
Closing to the end of the applicable taxing period.

{(d)  Utility Charges Prepaid water, sewer, and other utility charges shall be
credited {0 Owner, and unpaid water, sewer, and other utility charges accruing prior lo the
Closing shall be credited to Optionee. However, no such prorations shall be made to the extent
any such utilities are contracted for and paid directly by the Tenant  Optionee shall credit to the
account of Qwner all refundable cash or other deposits posted by Owner with utility companies
serving the Real Property or, at Optionee’s option, Owner shall be entitled 1o receive and retain
such refundable cash and deposits.

(e) Tenant Deposits. All tenant security deposits made pursuant to the Lease
(“Security Deposits™) actually received by Owner (and interest thercon if required by law or
contract to be earnced thereon) and not previously applied to Tenant’s obligations under the Lease
shall be transferred or credited to Optionee at Closing. As of the Closing, Optionec shall assume
Ownetr's obligations related to the Security Deposits.

(N Coniracts. Any amounts owing under the Contracts that are assigned to
and assumed by Optionee pursuant to Paragraph 15(a) shall be prorated as of the Closing Date.

() Additional Deposits  Any Non-Applicable Deposits made by Optionee
pursuant to Paragraph 2(b) shall not be prorated. By way of example, if pursuant to Paragraph
2(b) Optionce makes a Non-Applicable Deposit of Twenty Six Thousand Dollars ($26,000)on
February 1, 2011 (for the Extension Period ending on February 28, 2011), and if the Closing
occurs on February 15, 2011, then there shall be no proration of such Non-Applicable Deposit
notwithstanding that the Closing occurs prior to the expiration of the applicable Extension
Period. The Applicable Deposits (logether with the Initial Deposit and the Option Payment) shall
be fully credited to the Purchase Price irrespective of when the Closing oceurs

(h) Other Amounts  Any other operating expense or other items pertaining to
the Real Property which are customarily prorated between buyers and sellers of real property in
the County shall be prorated between Owner and Optionee in accordance with local custom.

(1) Post-Closing Adjustments. Except as otherwise provided in this
Agreement, any revenue or cxpense amount that cannot be ascertained with certainty as of the
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Closing Date shall be prorated on the basis of the partics’ reasonable estimates of such amount,
and shall be the subject of a final proration after the Closing. The parties acknowledge that
Operating Expenscs payable by the Tenant under the Lease are calculated and payable based
upon estimates of Operating Expenses expected to be incurred, and such estimates are reconciled
at the end of cach year based upon actual expenses incurred for the year. Owner and Optionee
agree that, to the extent items are prorated or adjusted at Closing on the basis of estimates, or are
not prorated or adjusted at Closing pending actual receipt of funds or compilation of inforimation
upon which such prorations or adjustments are to be based, cach of them will, upon a proper
accounting, pay to the other such amounts as may be necessary such that Owner will receive the
benefit of all income and will pay all expenses of the Property prior to the Closing Date and
Optionce will receive all income and will pay all expenses of the Property after the Closing Date.
Owner and Optionec agrec that as soon as reasonably possible, but in no event later than April
15, 2012, the parties shall undertake a final master reconciliation of Operating Expenses, taxes
and other pass-throughs and additional rent with respect to the Lease and the Property. Such
reconciliation shall be final. Optionec shall prepare the tenant reconciliations for Owner’s
review. Optionee shall transmit such information to Tenant.

8. Possession. Exclusive possession of the Real Property shall be delivered to
Optionee as of the Closing Date, subject only to the possessory rights of the Tenant under the
Lease. Until possession is delivered to Optionee, at its sole cost and expense Owner shall
maintain and keep the Real Property in not less than the same order and condition as on the
Agreement Date. Possession of and legal title to the Real Property shall be delivered to Optionee
fiee and clear of all fenancies and occupancics, other than the possessory rights of the Tenant.

9. Authorization to Enter; Cooperation,

(a) Authorization to Enter. From and after the Execution Date, Optionee and
its agents, employees, contractors, consultants, and other designees (collectively, “Optionee’s
Authorized Parties™) may, upon three (3) business days’ prios writien notice, enter upon the
Real Property to conduct any activity and perform any investigation, test, study or analysis for the
purpose of determining the feasibility of the Real Property for Optionee’s planned development
of the Real Property, including, but not limited to, soils studies, Phase I and/or Phase [1
Hazardous Materials (as defined in Paragraph 12(d)) studies, engincering and soil studies, tree
surveys, archeological studics, biological studics, utilities studies, hydrology studies and any
other matters necessary to cvaluate the suitability of the Real Property for Optionee’s
contemplated purposes. Notwithstanding the above (i) no invasive testing shall be done without
Owner’s written consent which shall not be unreasonably withheld (it being agreed that Owner
shall respond to Optionee’s written request for consent within three (3) business days after
receipt of such request), and (ii) Optionee shall provide Owner with copies of all results and
reports received as a result of any investigation, test, study, or analysis regarding the physical
condition of the Property done by any third party consullants on behalf of Optionee. Optionee
shall pay all costs with respect to such studies and tests. Optionec’s Authorized Partics may
bring such equipment on the Real Property as is necessary or appropriate to make such studics.
Optionee shall mainain, repair and restore the Real Property as necessary to remedy any damage
to the Real Property to the extent caused by the feasibility activities of Optionee’s Authorized
Parties on the Real Property, shall take reasonable precautions to minimize interference with the

activitics of Owner on the Real Property, and shall indemnify and hold harmless Owner and
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Owner’s Parties (as hereinafter defined in Paragraph 13(d)) from and against ali suits, causes of
action, claims, liabilities, damages, losses, fees, fines, costs and expenses including attorneys’
and experts’ fees (collectively, “Claims™), for any injury, loss, or damage to persons or property
occwrring in connection with the inspections and siudies conducted by Optionee’s Authorized
Parties, except that Optionee shall have no Hability for and no obligation to remedy any
conditions or defeets on or under the Real Property (i) not caused by a Optionee Authorized Party
including those that are discovered by a Optionee Authorized Party during its investigations and
inspections, or (ii) resulting from the acts or omissions of Owner, or any past and/or present
occupant of the Real Property or their respective agents, engineers, contractors, consultants and
repiesemtatives. Optionee’s obligations to indemnify and hold Owner and Owner’s Partics
harmless pursuant to this Paragraph (9a) shall survive the termination of this Agreement and the
Closing,

(b)  Cooperation Owner shall provide Optionce and its consultants with the
opportunity to consull with Owner’s environmental consultants and to review any work product
prepared by or in the possession of such consultants provided Owner is not legally or
contractually precluded from doing so. Owner shall cooperate (at no out-of-pocket cost {o
Owner) in all reasonable respecis in connection with Optionee’s evaluation of the environmental
condition of the Property and any required clean-up or remediation of Hazardous Materials on, at
or under the Property, including executing any authorizations or other documents required for
Optionee to obtain access to documents or other information relating to the condition of the
Property.

10. Conditions of Optionee’s Performance. Optionee’s obligation to close escrow
under this Agreement is subject to Optionee’s written approval of the following conditions at or
before the earlier of the Closing or such carlier time expressly provided below in this
Paragraph 10, but Optionee shall have the right to waive any such condition in writing within
the time period specified in such condition. If any of the following conditions is not satisfied or
waived in writing by Optionee, then Optionee shall be entitled to terminate this Agreement, in
which event all Deposits shall be returned immiediately to Optionee with interest carned thercon,
without any further obligation on the part of either Optionce or Owner, subject to any remedies
Optionce may have o the extent that a failure of condition also constitutes a default by Owner
under this Agreement.

(a) Feasibility Study. Optionee may, in Optionce’s sole discretion, approve or
disapprove the condition of the Real Property and the feasibility of using the Real Property for
Optionee’s intended purposes (the “Feasibility Study™) at any time during the period (the
“Feasibility Period”) commencing on the Opening of Escrow and ending at 5:00 p.m. on the
date that is nincty (90) days after the Opening of Escrow. During the Feasibility Period,
Optionce shall have the right to deliver to Owner writien notice (the “Notice to Proceed”) of
Optionee’s approval of the Feasibility Study and clection to proceed with the purchase of the
Property. Optionee shall be deemed to have disapproved the Feasibility Study if Optionee does
not deliver the Notice to Proceed to Owner during the Feasibility Period. If Optionee
disapproves of or is deemed to have disapproved of the Feasibility Study, then the Deposits
previously made by Optionee shall be immediately returned to Optionee.
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{b) Documents  To the extent Owner has not previously done so, within
three (3) days after the Execution Date, Owner shall provide Optionee with copies of all
Contracts, soil and hydrology reports, environmental or toxic material reports, engineering
reports, biological studies, archeology reports, improvement plans and specifications,
engineering studies, traffic studies, carthquake studies, site history investigation documents,
surveys, civil, architectural, landscape and grading plans, working drawings, leases (including all
amendments, assignments and other modifications thereof), copies of title insurance policies for
the Property, copics of notices of default and/or correspondence with the Tenant relating to actual
or alleged defaults by Owner or the Tenant or disputes between Owner and the Tenant, a copy of
all income and expense statements (including annual Operating Expense reconciliation
statements and correspondence between Owner and the Tenant concerning any disputes or
calculations regarding Operating Expenses) for the Property for the prior three (3) years, a list of
the Personal Property, copics of all warrantics and guaranties perlaining to the Property,
unmrecorded subordination agreements, unrccorded non-disturbance agreements, subleases,
estoppel cerlificates, licenses, agreements affecting the Real Property, and other information
relating to the Real Property, whether in final form or in process, to the extent such documents
are in Owner’s possession (collectively, the “Property Documents™), Notwithstanding the
above, Property Documents shall not include any internal reports or documentation generated for
the sole use of the members, sharcholders, partners, trustees and other constituents of Owner
(other than income and expense 1eports), letters of interest, purchase agreements, expired leascs,
appraisals, or entity governing documents. Following the delivery of all Property Documents to
Optionee, Owner shall provide Optlionee with writien notification that all Property Documents
have been delivered by Owner. Optionee shall have the opportunity to review and approve all
Property Documents during the Feasibility Period. If any new Property Documents are first
obtained by Owner after the Execution Date, Owner immediately shall deliver such new Property
Documents to Optionee. Optionee shall have the right to use all Property Documents, and the
Purchase Price includes payment for all Property Documents. Optionee shall not disclose any
information contained in the Property Documents, provided that Optionce shall have the right to
disclose such information to the following parties and in the following circumstances: (i)
Optionee is required to disclose information in the Property Documents in responsc (o a
subpoena or other regulatory, administrative or court order, (ii) independent legal counsel to
Optionee delivers a written opinion to Owner that Optionee is required to disclose such
information, (i) to actual or potential assignees of this Agreement, (iv) in response 1o a request
for discovery in any legal or administrative proceeding; (v) in connection with any litigation or
other dispute by or among the parties to this Agreement; (vi) to the extent any information
contained in the Property Documents is or becomes part of the public domain through no fault of
Optionee; (vii) in connection with obtaining, administering, and enforcing rights with respect to
insurance (including without limitation underwriting insurance, adjusting claims or otherwise
procuring, adjusting, challenging, administering, disputing or litigating any issues concerning
insurance); (viii) to Optionee’s attorneys, accountants, and consultanis, and contractors who are
involved in due diligence activities or the consummation of the transactions contemplated by this
Agreement; or (ix) to the extent required by applicable law. If Optionee fails to exercise the
Option as and when required, or if Optionee exercises the Option but fails to close escrow as and
when required by this Agreement, at Owner’s written request Optionee shall immediately return
all Property Documents and copies thereof to Owner
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(c) Owner’s Representations and Warranties. Owner’s representations and
warranties as set forth in Paragraph 12 below shall be frue and correct as of, and shall be
deemed remade by Owner, as of the Agreement Date, as of the expiration of the Feasibility
Period, and as the Closing Date.

() Owner’s Performance. Owner shall have performed, observed and
complied with all material covenants, agreements and conditions required by this Agreement to
be performed, observed and complied with on Owner’s part at or prior to the Closing.

(e) Title Policy. Escrow Holder shall be ready willing and able to issue to
Optionec the Title Policy at the Closing.

() Owner’s Deliveries. Owner shall deliver into the Escrow the following
documents (collectively, the “Closing Documents™): (i) the Grant Deed (in the Escrow Holder’s
standard form) for recordation and delivery to Optionee at the Closing, (it} an affidavit as
required by the Foreign Investment in Real Property Tax Act (in the Escrow Holder’s standard
form) and a form 593-C as required by California law, (iii) escrow instructions in form and
substance consistent with the requirements herein, (iv) an Assignment and Bill of Sale in the
form of Exhibit C attached hereto (the “Assignment”), duly executed by Owner, {v) an
Assignment and Assumption of Lease in the form attached hereto as Exhibit D (the
“Assignment of Lease™), (vi) a notice letter to the Tenant advising the Tenant of the salc of the
Property to Optionee and directing Tenant {o pay to Oplionce all rent and other sums accruing
under the Lease for the period after the Closing executed by Owner, (vii) such duly executed
owner’s affidavits as may be required by the Escrow Holder to issue the Title Policy at Closing,
(viii) all prorations, fees and other amounts to be paid by Owner at Closing, provided that in lieu
of depositing such amounts in Escrow, such amounts shall be withheld from the Closing
Payment delivered to Owner in accordance with Owner’s approved closing statement; (ix) such
evidence as the Escrow Holder may reasonably require as to the authority of the person or
persons executing documents on behalf of Owner; and (x) such additional documents as shall be
reasonably required to consummate the transaction contemplated by this Agreement.

(g) Estoppel Certificate. On or before November 15, 2010, Owner shall have
obtained and delivered to Optionce an estoppel certificate in the form required by the Lease or, if
the form is not specified in the Existing Lease, in substantially the form attached to this
Agreement as Exhibit F, but not including any information or statements not required by the
Lease, duly executed by the Tenant (the “Estoppel Certificate”). Prior to delivering the
Estoppel Certificate to Tenant for review and execution, Owner shall deliver a draft of the
Estoppel Certificates to Optionee for review and approval, and Optionee will have five (5)
business days after receipt to review the draft Estoppel Certificate and to notify Owner of any
requested corrections or additions thereto, provided Optionec shall not have the right to require
any additions or changes that are not required by the Lease. The Estoppel Certificate shall be
considered satisfactory only if is executed by the Tenant, is dated no eaifier than November 30,
2010, and, in the reasonablc opinion of Optionee, does not list any material events of default,
describe any material differences in lease information from what is provided by Owner pursuant
to this Agreement, or set forth any material adverse matter. Following delivery to Optionec of
the executed Estoppel Certificate, if requested by Optionee Owner shall use commercially
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reasonable cfforts to obtain and deliver to Optionee one or more updates to the Estoppel
Certificate as Optionee may request, duly executed by Tenant

() Legal Parcel. The Land shall consist of one or more legal parcels as of the
Closing. Notwithstanding anything in this Agreement to the contrary, the condition precedent set
forth in this subparagraph may not be waived.

(1) Environmental Condition. There shall exist no environmental matter
having a material adverse impact on the Property that was known {o Owner on the Agreement
Date and was not disclosed in writing to Optionce within three (3) days after the Execution Date
as provided in Paragraph 10(b) and Schedule 12(d) of this Agreement.

i) Leases. Other than the Lease, there shall exist no other leases, tenancies,
or occupancy agreements affecting the Real Property or any part of the Real Property.

(k) Material Conditions. Each of the above conditions is for the sole benefit
of Optionee and each of such conditions is deemed to be material to and of the essence of this
Agreement,

11.  Conditions of Owner’s Performance. All of Owner’s obligations hercunder are
expressly conditioned on the satisfaction at or before the Closing, or at or before such earlier time
as may be expressly stated below, of each of the following conditions (any one or more of which
may be waived in writing in whole or in part by Owner, at Owner’s option):

{a) Optionee’s Representations and Warranties. Optionee’s representations
and warrantics as set forth in Paragraph 13 below shall have been true and correct as of the
Execution Date and the Closing Date.

(h) Optionee’s Performance. Optionee shall have performed, observed and
complied with all material covenants, agreements and conditions required by this Agreement to
be performed, observed and complied with on Optionee’s part at or prior to the Closing.

() Optionee’s Deliverics. Optionee shall have delivered to FEscrow Holder all
instruments and documents required on Optionee’s part to effectuate this Agreement and the
transactions contemplated hereby, including without limitation, escrow instructions in form and
substance consistent with the requirements hercin, a closing statement consistent with the terms
of this Agreement, and a certificale of acceptance of the Grant Deed as required by Section
27281 of the California Government Code, and Optionee shall have timely deposited all funds to
be deposited into the Escrow pursuant hereto, including without limitation the Closing Payment.

12, Owner’s Representations, Warranties and Covenants. Owner hereby represents,
warrants and covenants to Optioncc and its assigns, and makes the representations, warranties
and covenanis set forth in this Paragraph 12 for the benefit of Optionee and its successors and
assigns. Owner shall notify Optionee in writing immediately if Owner becomes aware that any
represenfation or warranty has become untrue or misleading in light of information obtained by
Owner after the Agreement Date. Owner shall indemnify, protect, defend and hold harmless
Optionee from and against all Claims arising from or relating to any misrepresentation made by
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Owner in this Agreement or in any document, certificate or exhibit given or delivered in
connection herewith.

(a) Authority. Owner is the sole owner of fee title to the Real Property and has
all requisite power and authority to enter into this Agreement and to perform its obligations
hereunder, and the execution and delivery of this Agreement by Owner shall have been duly
authorized. No approvals, authorizations or consents of any public body or of any person other
than Owner's sharcholders, partners or members, as applicable, are necessary in connection
herewith. This Agrecment and all other agreements, documents and instruments to be executed
in conncction herewith have been effectively authorized by all necessary action, corporate,
partnership or otherwise, including, without limitation, authorizations of Owner's Board of
Directors, sharcholders or members, as applicable, which authorizations remain in full force and
effect, have been duly executed and delivered by Owner, and no other cerporate, parinership or
other proceedings on the part of Owner are required to authorize this Agreement and the
transactions contemplated hereby.

(b) No Conflict. The exccution and delivery of this Agreement and the
consummalion of the transactions contemplated hereunder on the part of Owner do not and will
not violate any applicable law, ordinance, statute, rule, regulation, order, decrec or judgment,
conflict with or result in the breach of any material terms or provisions of, or constitute a default
under, or result in the creation or imposition of any lien, charge, or encumbirance upon the
Property or any other assets of Owner by reason of the terms of any contract, mortgage, lien,
lease, agreement, indenture, instrument or judgment to which Owner is a party or which is or
purports to be binding upon Owner or the Property or which otherwise affects Owner or the
Property, which will not be discharged, assumed or released at the Closing. No action by any
federal, state or municipal or other governmental department, commission, board, bureau or
instrumentality is necessary lo make this Agreement a valid instrument binding upon Owner in
accordance with its terms.

(¢) Documents. Owner has provided or will provide Optionee pursuant to
Paragraph 10(b) with copics of all Property Documents in Owner’s possession. All Property
Documents delivered or to be delivered to Optionee by Owner and its agents are complete
originals or true and correct copies thercof. If Optionee elects not to purchase the Property,
Optionee will return to Owner all Property Documents previously delivered to Optionee by
Owner. Owner shall deliver as and when required all notices relating to the Property to the
extent required by applicable laws or any covenants, conditions or restrictions affecting the
Property.

{d) Hazardous Materials. Owner and the Owner Related Parties have not
spilled, discharged or released any Hazardous Materials onto, under or about the Property. To
Owner's knowledge without inquiry, there are no above ground or underground storage tanks,
barrels, drums, pits, wells, lagoons or other containers (collectively, “Tanks”), other than those
owned or used by the Tenant under the Lease, or any Hazardous Materials, other than as used by
the Tenant under the Lease, on, in, about or under or within 2,000 feet of the Real Property,
including any ground water bencath and surface water thereon (whether by virtue of any storage,
release or disposal on, in or under the Real Property or migration to the Real Property), except
for the specific Tanks and/or Hazardous Materials and quantities thereof as arc disclosed by
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Owner on Schedule 12(d) attached hereto and incorporated herein (the “Disclosed Hazardous
Materials™). As used herein, the term “Hazardous Materials™ shall mean any substance,
material, waste, chemical, mixture or compound which: (i} is flammable, ignitable, radioactive,
hazardous, toxic, corrosive or reactive, and which is regulated under law or by a public entity,
(1) 1s a “Hazardous Substance” as defined or listed under the federal Comprehensive
Environmental Response, Compensation and Liability Act of 1980 (CERCLA), as amended, or
any regulations promulgated thercunder, (i) is crude oil, petroleum, natural gas, or distilates or
fractions thereof, and/or (iv) damages or threatens to damage healtly, safety, or {he environment,
or is required by any law or public entity to be remediated, including remediation which such law
or public entity requires in order for property to be put to any lawful purpose. The provisions of
this Paragraph 12(d) shall survive the Closing

(e) Compliance. Except as specifically set forth in Schedule 12(d) of this
Agreement, to the best of Owner’s knowledge without inquiry the Real Property is not in
violation of any federal, state or local law, statute, regulation or ordinance, and there are no
special assessments, condemnation actions or other legal actions or proceedings pending or
threatened against the Real Property or any part thereof,

H Bankruptcy. Owner is not the subject of a voluntary or involuntary
bankruptcy, reorganization, or insolvency petition

(g) Work Contracts. At the Closing, there will be no outstanding amounts
owing by Owner under any Contracts for any improvements to the Real Property. Owner shall
cause to be discharged all mechanics’ and materialmen’s liens arising from any labor and
materials furnished prior to the Closing, and shall have eliminated from title all exceptions,
claims, and defects other than the Permitted Exceptions. No person or entity holds any rights to
purchase or otherwisc acquire all or any portion of the Property (or interest therein), including
pursuant to any Option Agreement, option, right of first offer, right of first refusal, gift or other
agreement.

(h) Other Contracts. Exhibit E to this Agreement sets forth a complete and
accurate list of Contracts (other than insurance policies and the Lease) affecting the Property, and
neither Owner nor any provider under any of the Contracts has asserted any breach or default
thereunder. Owner has not received any written notice of a Owner default and Owner has no
knowledge of any existing Owner defaults under the Contracts. Owner has not received any
written notice of a default by another party, and Owner has no knowledge of any existing other
party default under the Contracts. Prior to Closing, Owner shall not amend any existing Contract
or enter into any new Contract affecting the Property that will survive the Closing, or that would
otherwise affect the use, operation or enjoyment of the Property after Closing, without
Optionee’s prior writien approval.

(i) No Commitments Owner has not made any commitments to any
governmental authority, to any adjoining property owner, or to any other organization, group,
individual or entity relating to the Real Property which would impose any obligations upon
Optionce to make any contributions of money or land or to install or maintain any improvements.
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(i) Leases. Other than the Lease, Owner has not executed and is not aware of
any other leases, tenancies, subleases, or occupancy agreements affecting the Real Property or
any part of the Real Property. Owner is the current landlord under the Lease. Owner is not in
default under the Lease and to Owner’s knowledge no default on the pait of Tenant exists {and
no cvent has occurred that with the passage of time or the giving of notice, or both, would be a
default) under the Lease. Owner has not assigned or otherwise transferred any interest in the
Leasc to any other party and Owner has not consented to any sublease or assignment of the Lease
by the Tenant. As of the Agreciment Date and as of the Closing, there shall be no outstanding
leasing costs, including without limitation commissions, free rent, tenant improvement costs or
allowances, or other tenant inducements or concessions owing by the landlord under the Lease.

X) Rights of Third Parties. Owner has not alienated, encumbered, transferred,
leased, assigned or otherwise conveyed its interest in the Property or any portion thereof except
as sct forth in the Title Report, and shall not enter into any such agreement that will not be
removed prior to the Closing. There are no claims pending or threatened by any third party
against Owner or any Owner Party relating to the Property.

) Binding Agreement. This Agreement constitutes the legal, valid and
binding obligation of Owner and is enforceable in accordance with its terms against Owner
subject only to applicable bankruptcy, insolvency, reorganization, moratorium or similar laws or
equitable principles affecting or limiting the rights of contracting parties generally.

(m)}  Support of Project. As a material inducement to Optionee’s execution of
and performance under this Agreement, for so long as this Agreement remains in effect and is not
terminated prior to the Closing, Owner shall not challenge, oppose or impede, either directly or
indireetly, the Project, and shall use commercially reasonable efforts lo cause the Owner’s Partics
not to challenge, oppose or impede the Project.

(n)  Other. Neither this Agreement, nor any of the exhibits or schedules
hereto, nor any document, certificate or statement referred to herein or furnished to Optionee in
connection with the transaction contemplated herein (whether delivered prior to, simultancously
with, or subsequent to the execution of this Agreement) contains any untrue statement of material
fact or, omits o statc a material fact in any way concerning the Property or otherwise affecting or
concerning the transaction contemplated hereby

13 Optionce’s Representations and Warranties. Optionee hereby makes the
representations and warranties set forth in this Paragraph 13 for the benefit of Owner and its
successors and assigns. Optionec shall notify Owner in writing immediately if Optionee
becomes aware that any representation or warranty has become untrue or misleading in light of
information obtained by Optionce after the Agreecment Date. Optionee shall indemnify, protect,
defend and hold harmless Owner from and against all Claims artsing from or relating to any
misrepresentation made by Optionee in this Agreement o1 in any document, certificate or exhibit
given or delivered in connection herewith
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(a) Authority. Optionce has all requisite power and authority to enter into this
Agreement and to perform its obligations hereunder. The execution and delivery of this
Agreement by Optionee has been duly authorized.

(b)  No Conflict. The cxeccution and delivery of this Agreement and the
consummation of the transactions contemplated hereunder on the part of Optionee do not and
will not violate any applicable law, ordinance, statute, rule, regulation, order, decree or judgment,
conflict with or result in the breach of any material terms o1 provisions of, or constitute a default
under, or result in the creation or imposition of any Hen, charge, or encumbrance upon any of the
property or assets of Optionee by reason of the terms of any contract, mortgage, lien, lease,
agreement, indenture, instrument or judgment to which Optionee is a party or which is or
purports to be binding upon Optionee or which otherwise affects Optionee, which will not be
discharged, assumed or released at the Closing. No action by any federal, stale or municipal or
other governmental department, commission, board, burcau or instrumentality is necessary to
make this Agreement a valid instrument binding upon Optionee in accordance with its terms.

(c) Litigation. There are no claims, actions, suits or proceedings continuing,
pending or threatened, which would materially adversely affect Optionee or this transaction.

(d) As-Is Purchase; Release of Certain Claims. EXCEPT AS OTHERWISE
PROVIDED IN THIS AGREEMENT, OPTIONEE SPECIFICALLY ACKNOWLEDGES AND
AGREES THAT OWNER IS SELLING AND OPTIONEE 1S PURCHASING THE
PROPERTY ON AN “AS IS WITH ALL FAULTS” BASIS, NO PATENT OR LATENT
DEFECTS ON THE PROPERTY WHETHER KNOWN NOW OR DISCOVERED LATER
SHALL AFFECT THIS AGREEMENT, AND THAT OPTIONEE IS NOT RELYING ON ANY
REPRESENTATIONS OR WARRANTIES OF ANY KIND WHATSOLEVER, EXPRESS OR
IMPLIED, FROM OWNER, ITS AGENTS, OR ANY BROKERS AS TO ANY MATTERS
CONCERNING THE PROPERTY, INCLUDING WITHOUT LIMITATION: (i) the quality,
nature, adequacy and physical condition and aspects of the Property, including, but not limited to,
the structural elements, scismic aspects of the Property, foundation, roof, appurtenances, access,
landscaping, parking facilitics and the electrical, mechanical, HVAC, plumbing, sewage, utility
systems, facilitics and appliances, the square foolage within the improvements on the Property
and within each tenant space therein, (ii) the quality, nature, adequacy, and physical condition of
soils, geology, drainage, and any groundwater, (iii) the existence, quality, nature, adequacy and
physical condition of utilities serving the Properly, (iv) the development potential of the
Property, and the Property’s use, habitability, merchantability, or fitness, suitability, valuc or
adequacy of the Property for any particular purpose, (v) the zoning or other land use status of the
Property, (vi) the compliance of the Property or its operation with any applicable codes, laws,
regulations, statutes, ordinances, covenants, conditions and restrictions of any governmental or
quasi-governmenial entity or of any other person or entity, (vii) the presence of Hazardous
Materials on, under or about the Property or the adjoining or neighboring properties, {viii) the
quality of any labor and materials used in any improvements on the Property, or (ix) the
economics of the operation of the Property.

Without limiting the above, but subject to the provisions below relating to Reserved Claims,
effective on the Closing Optionce hereby waives its right to recover from, and forever releases
and discharges, Owner and Owner’s members, sharcholders, partners, beneficiaries, successors
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and assigns, and their respective heirs and personal representatives (collectively, the “Owner
Related Parties™), from any and all demands, claims, legal o1 administrative proceedings, iosses,
liabilitics, damages, penalties, fines, Hens, judgments, costs or expenses whatsoever (including,
without limitation, attorneys’ fees and costs), whether direct or indirect, known or unknown,
foreseen or unforeseen, that may arise on account of or in any way be connected with (i) the
physical condition of the Property including, without limitation, all structural and seismic
clements, all mechanical, electrical, plumbing, sewage, heating, ventilating, air conditioning and
other systems, the environmental condition of the Property and Hazardous Materials on, under or
about the Property or on, under or about ncarby properties, (ii) the quality, nature, adequacy, and
physical condition of soils, geology and any groundwater of the Property and nearby propertics,
(iii) claims of any occupants of the Property against Owner or any Owner Related Party, (iv) the
existence, quality, nature, adequacy and physical condition of utilities serving the Property, (v)
the development potential of the Property, and the Property’s use, habitability, merchantability,
o1 fitness, suitability, value or adequacy of the Property for any particular purpose, (vi) the
zoning or other legal status of the Property or any other public or private restrictions on use of the
Property, (vii) the compliance of the Property or its operation with any applicable codes, laws,
regulations, statutes, ordinances, covenants, conditions and restrictions of any governmental or
quasi-govermmental entity or of any other person or entity, (viii) the presence of Hazardous
Materials on, under or about the Property or the adjoining or neighboring property, (ix) the
quality of any labor and materials used in any improvements on the Property, (x) the condition of
title 1o the Property, (xi) cconomics of the operation of the Property and (xii) any law o1
regulation applicable to the use or operation of the Property, including, without limitation, the
Comprehensive Environmental Response, Compensation and Liability Act of 1980, as amended
(42 U.S.C. Sections 6901, ct seq.), the Resources Conservation and Recovery Act of 1976 (42
U.S.C. Section 6901, et scq.), the Clean Water Act (33 U S C. Section 1251, et seq.), the Safe
Drinking Water Act (14 U.S.C. Section 1401, et seq.), the Hazardous Materials Transportation
Act (49 U.S.C. Section 1801, et seq.), and the Toxic Substance Centrol Act (15 U S.C. Section
2601, et seq.), the California Hazardous Waste Control Law (California Health and Safety Code
Section 25100, et seq.), the Porter-Cologne Water Quality Control Act (California Water Code
Section 13000, et seq.), and the Safe Drinking Water and Toxic Enforcement Act of 1986
(California Health and Safcty Code Section 25249 5, et seq.) and any other federal, state or local
faw.

In connection with the matters referred 1o above in this Paragraph 13{d),
Optionee on behalf of itself and its agents, successors and assigns, expressly waives all rights
under Section 1542 of the Civil Code of the State of California (“Section 1542™), or any other
federal or state statutory rights or rules, or principles of common law or equity, or those of any
jurisdiction, government, or political subdivision thereof, similar to Section 1542 (hereinafter
referred 1o as a “Similar Provision™). Thus, Optionee, its agents, successors and assigns, may
not invoke the bencfits of Scction 1542 or any Similar Provision in order to prosecule or assert in
any manner the matters referred to above. Section 1542 provides as follows: “A GENERAL
RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE CREDITOR DOES NOT KNOW
OR SUSPECT TO EXIST IN HIS OR HER FAVOR AT THE TIME OF EXECUTING THE
RELEASE, WHICH IF KNOWN BY HIM OR HER MUST HAVE MATERIALLY
AFFECTED HIS OR HER SETTLEMENT WITH THE DEBTOR
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The preceding provisions of this Paragraph 13(d) shail not constitute a waiver of any
conditions precedent to Optionce’s obligations under this Agreement.  In  addition,
notwithstanding anything in this Paragraph 13(d) or any other provision hercin to the contiary,
Optionee reserves all rights and claims that it may have under this Agreement or applicable law
with respect to the following (collectively, “Reserved Claims™): (a) fraud, willful misconduct,
or the criminal acts of Owner and its members, employees, agents, consullants and contraclors
(collectively, *“Owner’s Parties”); (b) claims based upon acts or omissions of Owner which
occur after the Closing; (¢) any claims relating to dealings between Optionee and any Owner
Party on transactions or matters relating 1o other properties; (d) any claims for breach of the
representations, warrantics, covenants and other obligations expressly set forth in this
Agrecment; or (e) claims for breach of the representations, warranties, covenants and other
obligations set forth in the Closing Documents

14.  Brokers. Owner shall pay a brokerage commission to Cassidy Turley/BT
Commercial (the “Broker”) pursuant to a separate agreement between Owner and the Broker
Except for the Broker referred to in this Paragraph 14, cach party 1epresents 1o the other that it
has not dealt with any other broker, agent, or finder for which a commission or fce is payable in
connection with the transaction comtemplated by this Apgreement. LEach party shall indemnify,
defend, protect and hold harmless the other from any Claims arising from such party’s breach of
its representation contained in this paragraph.

15. Owner's Operating Covenants.

(a) Contracts. Prior to the Closing, Owner shall ferminate all Contracts,
except for the Contracts that Owner agrees to assign to Optionee and that Optionee agrees to
assume. Optionee shall notify Owner of those Contracts, if any, that Optionce wishes to assume
within thirty (30) days after receipt of such Contracts. If Optionee fails 1o notify Owner of its
election to assume any of the Contracts within such thirty (30) day period, Optionee shall be
deemed to have elected not to assume any of the Contracts. Those Contracts that Optionee
cxpressly clects to assume, if any, shall be identificd in an exhibit to the Assignment and
assigned to and assumed by Optionce pursuant to the Assignment.

(b) Leases. From and after the Agreement Date, Owner shall not execute any
new feases or modify or amend the Lease except with Optionee’s writlen approval, which
approval may be withheld in Optionee’s sole and absolute discretion. Owner shall not grant any
concession, rebate, allowance or free rent with respect to the Lease, or consent to any sublease,
iermination, or lease surrender proposed by Tenant, except with Optionee’s written approval,
which approval may be withheld in Optionee’s sole and absolute discretion.

(c) Other Operating Covenants. From and after the Agreement Date, Owner
shall not encumber the Property with any liens, encumbrances or other instruments creating a
cloud on title or securing a monelary obligation that will survive the Closing. Owner shall
maintain the Real Property in substantially the samc condition as it exists as of the Agrecment
Date. Owner shall timely discharge, prior to the Closing, any and all obligations relating to work
performed on or conducted at or materials delivered to the Real Property from time to time by
Owner, or at Owner’s direction or on its behalf, in order to prevent the filing of any claim or
mechanic’s lien with respect to such work or materials, and shall indemnify and hold Optionee
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harmless from any Claims or liens filed or otherwise claimed, in connection with any work, labor
and/or materials performed on or furnished by, through or under Owner prior to the Closing.
Until the Closing, Owner shall keep in full force and effect all existing insurance policics
affecting the Real Property.

16.  Assignment. Optionce may assign this Agreement and its rights and obligations
hereunder by delivery to Owner of written notice of such assignment, provided that such assignee
expressly assumes all of the obligations and liabilities of Optionee under this Agreement arising
or accruing after the date of such assignment. 1f Optionee assigns this Agreement, then the
closing documents to be delivered by Optionee and Owner shall be modified so that the
assignee’s name is substituted in licu of the name of Optionee. Subject to the preceding
provisions of this Paragraph 16, this Agreement shall be binding upon and shall inure to the
benefit of the successors and permitted assigns of the parties to this Agreement.

17 Memorandum of Agreement. At Optionee’s request Owner shall execute and
acknowledge a Memorandum of this Agreement substantially in the form attached hereto as
Exhibit B (the “Memorandum™), and Optionee shall be entitled to record same in the official
land recoids of the County. 1f Optionee fails to exercise the Option within the Option Term, or if
this Agreement otherwise terminates for reasons other than Owner’s default, Optionee shall
execute a quitclaim deed sufficient to release the Memorandum from the Property.

18. Entite Agreement: Amendments. This Agreement and the exhibits hereto set
forth all of the promises, covenants, agreements, conditions and undertakings between the parties
hereto with respect {o the subject matter hercof, and supersede all prior and contemporancous
agreements and understandings, inducements or conditions, express or implied, oral or written,
except as contained herein. This Agreement may not be changed orally but only by an agreement
in writing, duly executed by or on behalf of the party or partics against whom enforcement of any
waiver, change, modification, consent or discharge is sought.

19, Attorneys’ Fees. If a legal action, suit, or proceeding is brought by Optionee or
Owner to enforce or interpret any of the provisions of this Agreement, or otherwise with regard
to the Escrow or the Property, the prevailing party shall be entitled to recover all costs and
reasonable attorneys’ fees incurred in connection therewith. “Prevailing party” within the
meaning of this paragraph shall include, without limitation, a party who brings an action against
the other after the other party is in breach or default, if such action is dismissed upon the other
party’s payment of the sums allegedly due or performance of the covenant allegedly breached, or
if the party commencing such action or proceeding obtains substantially the relief sought by it in
such action whether or not such action proceeds to a final judgment or determination.

20. Optionec’s Remedies. Notwithstanding anything to the contrary contained in this
Agreement, if the Closing does not oceur as the result of the Owner’s default of its obligation to
deliver title to the Property to Optionee in the manner required hereby or Owner otherwise
breaches its obligations to consummate the Closing in accordance with this Agreement, Optionee
shall be entitled to pursue all available legal and equitable remedies, including without limitation
(a) recovery of all Deposits made by Optionee plus claims for additional damages atiributable to
such breach or default by Owner (but only to the extent such claims for additional damages do
not exceed Onc Hundred Thousand Dollars ($100,000)) and (b) specific performance of this
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Agrecement. The foregoing limitations on damages shall not apply to any claims arising from
fraud, wiliful misconduct, or criminal conduct of Owner and shall not limit Optionec’s recovery
of attorneys’ fees or other amounts pursuant to Paragraph 19.

21 Cure Period. Notwithstanding the provisions of Paragraph 20 or any other
provision of this Agreement, no default by cither party hereto shall result in a termination or
limitation of any rights of such paity hercunder unless and until the other party shall have
notified the defaulting party in writing of such defauit, and the defaulting party shall have failed
{0 cure such default within ten (10) days after the receipt of such written notice; provided that,
where a non-monetary default cannot recasonably be cured within such ten (10) day period, the
defaulting party shall not be in default if defaulting party commences such cure within the ten
(10) day period and thereafter diligently prosecutes such cure to completion. In addition, if
Optionee fails to cither exercise the Option pursuant to Paragraph 2(c) or to extend the Option
Term by exercising an Extension Option pursuant to Paragraph 2(b), then notwithstanding any
provision of this Agreement to the contrary, the Option shall not be deemed to have lapsed or
terminated unless Optionce {ails to cither (a) exercise the Option pursuant to Paragraph 2(¢) or
(b) to exercise an Extension Option and to deposit the applicable Additional Deposit required by
Paragraph 2(b) within ten (10) days after Optionee receives written notice from Owner of either
such failure. Notwithstanding the above, the failure by Optionce to consummate the Closing
(for rcasons other than Owner’s default or the failure of a condition to closing specified in
Paragraph 10) on or before the Closing Date shall result in immediate termination and no such
notice shall be required or cure period provided.

22. Entire Agreement. This Agreement constitutes the entire agreement of the parties
refating to the subject matter hercof and no representation, inducement, pronise, or agreement,
oral or wrilten, between the partics not embodied in this Agreement, will be of any effect. This
Agreement supersedes and cancels any and all prior or contemporaneous negotiations,
arrangements, representations and understanding, oral or written, if any, between the partics,
relating to the subject matter of this Agreement.

23, Risk of Loss. Until the Closing, Owner shall assume all risk of loss with respect
to the Real Property. If afier the Agreement Date and prior to the Closing all or any part of the
Real Property is destroyed by fire, carthquake or other casualty, Optionce shall within ten (10}
business days after receipt of written notice from Owner of such casualty (but in all events at
lcast one (1) day before the Closing Date) irevocably elect cither (a) to terminate this Agrecment
or (b) to keep this Agreement in effect, in which event if the Closing occurs Owner shall pay or
assign to Optionee all insurance proceeds paid or payable to Owner (to the extent not previously
expended in an effort to restore the Real Property) as a consequence of such casualty, and the
Purchase Price shall be reduced by the amount of any deductible or other uninsured loss. If
Optionee fails to timely eleet either the option in clause (a) or in clause (b) above, then Optionce
shall be deemed to have irrevocably elected the option in clause (b) above. If this Agrecment is
terminated pursuant to this paragraph, then (i) if the termination relates {o a casualty occurring
during the Initial Option Term, all the Deposits and interest earned thercon while in Escrow shall
be returned to Optionce, (i1) if the termination relates to a casualty occurring afier the expiration
of the Initial Option Term, all the Deposits previously released to Owner shall be retained by
Owner, and (iii) neither party shall have any further rights, duties, obligations or liabilitics, at law

or in equity, arising out of or relating to this Agreement except for those that specifically survive
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{fermination of this Agreement pursuant to other paragraphs hereof. Notwithstanding the above,
if the damage to the Real Property does not exceed Two Hundred Thousand Dollars ($200,000),
then Optionee shall not have the right {o terminate this Agreement pursuant {o clause (a) above
and shall be deemed to have irrevocably clected to keep this Agreement in effect pursuant to
clause (b) above.

24 Miscellaneous.

(a) Time of the Essence. Time is of the cssence of this Agreement.

(b)  Dates. Any time period to be computed pursuant to this Agreement shall
be compuled by excluding the first day and including the last day. 1f the last day fallson a
Saturday, Sunday or holiday, the last day shall be extended until the next business day that the
Escrow Holder is open for business. As used herein, the term “days” means calendar days and
the term “business days™ mcans all calendar days other than Saturdays, Sundays, or holidays
observed by Escrow Holder.

(c) Govering Law. This Agreement shall be governed by the law of the State
of California. Owner and Optionec agree that all suits or actions of any kind brought to interpret
or enforce the terms of, or otherwise arising out of or relating to this Agreement shall be filed and
litigated solely in the state court in the county in which the Real Property is located or if such suit
or action cannot be filed and or litigated in state court, then in the federal court located closest to
the Real Property. Each party hereby consents to the personal and subject matter jurisdiction of
said courts. Owner and Optionee agree that San Mateo County shall for all purposes be
considered the place in which this Agreement was entered into, notwithstanding the order in
which, or the location or locations at which, it may have been executed or delivered

(d)  Notices. All notices or demands which either party is required or desires
to give to the other shall be given in writing by certified mail, return receipt requested with the
appropriate posiage paid, by personal delivery, by facsimile (provided receipt of a facsimile
transmission is confirmed telephonically or otherwise) or by private overnight courier service to
the address or facsimile number set forth below for the respective party, or such other address or
facstmile number as cither party may designate by writien notice o the other. All such notices o1
demands shall be effective as of actual receipt or refusal of delivery. Should any act or notice
required hereunder {all duc on a weekend or holiday, the time for performance shall be extended
1o the next business day. Notwithstanding the foregoing, if Optionee clects to exercises an
Extension Option pursuant to Paragraph 2(b), Optionee may clect to give notice of such
election to Escrow Holder and Owner by email so long as Optionce makes the required
Additional Deposit as and when required by Paragraph 2(b).

To Owner: Las Cruces Holdings, 1.LC
1350 Bayshore Highway, Suite 900
Burlingame, California 94101
Fax: (650) 347-4307
Attn: Maishall Hydomn
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With copics io: Kenneth Horowitz, Esq.
951 Mariner’s Istand Drive, Suite 240
San Matco, California 94404
Fax: (650) 378-7681

To Optionee: City of Redwood City
1017 Middlefield Road
Redwood City, California 94063

Fax: (0650) 780-5963 Attne
City Manager
With copies to: City of Redwood City

1017 Middlefield Road
Redwood City, California 94063
Fax: (650) 780-5963

Attn:  City Atlorney

And to: Heffernan Seubert & French LLP
1075 Curtis Street
Menlo Park CA 94025
Fax: (650) 322-2976
Attn:  Daniel K. Scubert

(e) Severability. 1f any provision of this Agreement is held by a court of
competent jurisdiction to be invalid or unenforceable, the remainder of this Agreement shall
continue in full force and effect and shall in no way be impaired or invalidated, and the parties
agree to substitute for the invalid or unenforceable provision a valid and enforceable provision
that most closely approximates the intent and cconomic effect of the invalid or unenforceable
provision.

(f) No Third-Party Beneficiaries. The provisions of this Agreement and of
the documents to be exccuted and delivered at Closing are and will be for the benefit of Owner
and Optionee only and are not for the benefit of any third party; and, accordingly, no third party
shall have the right to enforce the provisions of this Agreement or of the documents to be
executed and delivered at Closing.

(g) No Fiduciary Relationships. QOwner is not the agent or representative of
Optionee and Optionee is not the agent or representative of Owner, and nothing in this
Agreement will be construed to make Optionee liable to anyone for goods delivered or services
performed at the Real Property or for debts or claims accruing against Owner. Nothing in this
Agreement will be construed {o create any privity of contract or other relationship between
Optionee and anyone supplying labor or materials to the Real Property. Nothing in this
Agreement, nor the acts of the parties, will be construed to create a parinership or joint venture
between Owner and Optionee

{(h) Further Assurances. Each party shall execute, acknowledge, and deliver,

after the Agreement Date, including at or after the Closing, such further assurances, instruments
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and documents as the other may reasonably request in order to fulfill the intent of this Agreement
and the transactions contemplated hereby.

(1) Counterparts. This Agreement may be executed simultancously in
counterparts, cach of which shall be deemed an original, but all of which together shall constitute
one and the same instrument

M Survival. Unless otherwise expressly stated in this Agreement, the
warranties, representations and covenants of Owner and Optionce shall survive the Closing and
delivery of the Grant Deed.

(k) Waiver of Covenants, Conditions or Remedies. The watver by one party
of the performance of any covenant, condition or promise, or of the time for performing any act,
under this Agreement shall not invalidate this Agreement nor shall it be considered a waiver by
such party of any other covenant, condition or promise, or of the time for performing any other
act required, under this Agreement. The exercise of any remedy provided in this Agreement shall
not be a waiver of any consistent remedy provided by law, and the provisions of this Agreement
for any remedy shall not exclude any other consistent remedies unless they are expressly
excluded.

(1) Construction. The paragraph and section headings and captions of this
Agreement are, and the arrangement of this instrument is, for the sole convenience of the parties
to this Agreement. The paragraph headings, captions, and arrangement of this instrument do not
in any way affect, limit, amplify, or modify the terms and provisions of this Agrcement. The
singular form will include plural, and vice versa. Each term, condition or provision hereof has
been frecly negotiated and shall be equally binding upon Owner and Optionee and no such term,
condition or provision shall be construed against either party hereto solely because such tern,
condition or provision was initially drafted or prepared by such party. Unless otherwise
indicated, all references to paragraphs or sections are to this Agreement. All exhibits, schedules,
addenda and attachments referred to in this Agreement are attached to it and incorporated in it by
this reference. Any gender used shall be deemed to refer to any other gender more grammatically
applicable to the party to whom such use of gender relates.

(m)  Amecndments. No amendment to this Agreement will be binding on any of
the parties to this Agreement unless the amendment is in writing and executed by ali parties. No
acts or omissions of any employee or agent of the parties or any broker, if any, shall alter, change
or modify any of the provisions of this Agreement.

(n) Non-Liability of Officials. No officer, official, member, employee, agent,
or representatives of Optionee shall be liable for any amounts due hereunder, and no judgment or
execution thereon entered in any action hercon shall be personally enforced against any such
official, member, employee, agent, or representative.

(0) Owner’s Tax Deferred Exchange. Owner may desire to cffect a tax-
deferred exchange with respect to its disposition of the Property (“Owner’s Exchange™)
pursuant to Section 1031 of the Internal Revenue Code. Owner’s Exchange will be structured by
Owner at its sole cost and expense and Optionee will have no obligation to acquire or enter into
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the chain of title to any property other than the Property. Optionec’s sole obligation in
connection with Owner’s Exchange shall be to review and execute such documentation as is
reasonably necessary in order to cffectuate Owner’s Exchange in accordance with the foregoing
and the applicable rules governing such exchanges. Optionee’s cooperation with Owner’s
Exchange shall not affect or diminish Optionee’s rights under this Agreement, delay the Closing
or be construed as Optionce’s warranty that Owner’s Exchange in fact complies with

Section 1031 of the Internal Revenue Code. Optionce shall have the right to review and
reasonably approve any documents to be executed by Optionee in connection with Owner’s
Exchange. Acceptance of title to the Property from Owner’s designated intermediary shall not
modify Owner’s representations, warrantics and covenants to Optionee under this Agreenient or
the survival thereof pursuant to this Agreement. The Grant Deed and all closing documents shall
run directly between Owner and Optionee. Owner is relying solely upon the advice and counsel
of professionals of Owner’s choice in structuring, executing and consummating Owner’s
Exchange.

{(p)  Advice of Advisors. Each party to this Agreement acknowledges and
agrees that it has obtained and relied upon its own legal counsel and other advisors to evaluate
the tax, accounting and legal consequences of entering into this Agreement and consummating
the transactions contemplated hereby, and, except as set forth in this Agreement, neither party is
relying on any representations or warranties of the other party to this Agreement.

(q) Disclosure. Ben Paul, Marshall Hydorn, Scott Mason and Mark Melbye
are licensed real estate brokers and are members of Owner.

25 Owner’s Waivers.

(a) Waiver of Relocation Assistance. Optionee’s payment to Owner of the
Purchasc Price and its payment to Lender of the Prepayment Fee (to the extent required by this
Agreement) shall constitute full and complete satisfaction of any ebligation Optionece may have
for providing relocation assistance to Owner and paying its relocation costs, if any, required to
comply with all applicable federal, state and local laws, rules and regulations arising out of,
based upon, or relating to, relocation assistance or benefits owing under the Uniform Relocation
Assistance and Real Property Acquisition Policics Act of 1970, 42 U.S.C. Section 4601 et seq.,
and the California Relocation Act, Govt. Code Section 7260 et seq., and its implementing
regulations, 25 Cal. Code Regs. Section 6000 et seq. or under any other federal, state or local
relocation statutes, regulations or guidelines, including but not limited to, any such regulations or
guidelines of the City of Redwood City or the County of San Matco (collectively, “Relocation
Benefits™). Accordingly, Owner, for itself and for its agents, successors, assigns, fully releases,
acquits and discharges Optionce and its officers, officials, members, directors, council members,
employees, atlorneys, accountants, other professionals, insurers, and agents, and all entities,
boards, comimissions, and bodics related to any of them (collectively, the “Released Parties™),
from all Claims that Owner, or any of them, has or may have against the Released Parties for all
Relocation Benefits arising out of or related to Optionee’s acquisition of the Property or the
displacement of Owner from the Property.

(b) Waiver of Property Rights and Interests. Upon receipt by Owner of the
Purchase Price and Optionee’s payment to Lender of the Prepayment Fee (to the extent required
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by this Agreement), Owner for itself and for its agents, suceessors and assigns fully releases,
acquits and discharges Optionee and the Released Parties fiom all Claims that Owner, ils agents,
successors and assigns has or may have against the Released Parties arising out of or related to
Optionce’s acquisition of the Property or the displacement of Owner from the Property including,
without limitation, all of Owner’s property rights and intercsts in the Property, mcluding but not
limited to (i) all leaschold interests and rights of tenancy or occupancy, (ii) all improvements,
including improvements pertaining to the really, furniture, fixture, and equipment, (1ii) business
goodwill and lost income (past or future) relating to the Property, (iv) Owner’s failure to locate a
suitable replacement location, (v) lost rental income or sublease or license income, (vi} scverance
damages and pre-condemnation damages, if any, (vii} cconomic or consequential damages, (viii)
professional consultant fees, attorney’s fees and costs, expert witness fees and costs, interest, and
(ix) all other costs, and any and all compensable interests, and/or damages, and/or claims, of any
kind and nature, claimed or to be claimed, suffered or to be suffered, by Owner, its agents,
successors and assigns by reason of Optionee’s acquisition of the Property or Owner’s
displacement from the Property. Notwithstanding the above, Optionee and the Released Parties
shall not be released from any obligations to indemnify or hold harmless Owner or Owner’s
Partics 1o the extent otherwise provided in this Agreement

{c) Waiver of Civil Code Section 1542, Owner, on behalf of itself and 1tg
agents, successors and assigns, expressly waives all rights under Section 1542 of the Civil Code
of the State of California (*Section 1542”), or any other federal or state statutory rights or rules,
or principles of common law or equity, or those of any jurisdiction, government, or political
subdivision thereol, similar to Section 1542 (hereinafter referred to as a “Similar Provision™).
Thus, Owner and its agents, successors and assigns, and any business, enterprise, or venture in
which they are involved, may not invoke the benefits of Section 1542 or any Similar Provision in
order to prosecute or asserl in any mannci the matters Released in Paragraph 25(a) or
Paragraph 25(b) above. Section 1542 provides as follows:

“A GENERAL RELEAS}E DOLES NOT EXTEND TO CLAIMS WHICH THE CREDITOR
DOES NOT KNOW OR SUSPECT TO EXIST IN HIS OR HER FAVOR AT THE TIME OF
EXECUTING THE REDBASE, WHICH IF KNOWN BY HIM OR HER MUST HAVE
MATERIALLY ACFE-C_ HIS OR HER SETTLEMENT WITH THE DEBTOR.”

Owner’s Initials?\

() Indemmnification Owner acknowledges that Optionee is relying on
Owner’s representation and warranty that other than the Lease, Owner has not exccuted and is
unawaie of any other leases, tenancies, sublcases, or occupancy agreements affecting the
Property (“Owner’s Occupancy Representation™). In the cvent that Owner’s Occupancy
Representation is untrue, then without limiting Optionee’s recourse for Owner’s breach of
Owner’s Occupancy Representation, if such other tenants or occupants shali be entitled to
Relocation Benefits, Owner shall have the sole and exclusive responsibility for providing all such
Relocation Benefits and paying all relocation costs required 1o comply with all applicable federal
and state laws, rules, and regulations and satisfying ali Claims of such parties. Owner hercby
agrees to indemnify, defend, protect and hold the Released Parties harmless from and against any
Claims asserted against or sustained by the Released Parties arising {rom its breach of the

Option Agreement 50 Chemici
1052010y 8



Owner’s Occupancy Representation, including without limitation claims for Relocation Benefits
and inverse condemnation.

(c) Tenant Relocation Assistance. Notwithstanding the preceding provisions
of this Paragraph 25 to the contrary, provided the Closing occurs, Optionee shall assume the
obligations to provide Relocation Benefits to the Tenant. Nothing in this Paragraph 25(e) or
elsewhere in the Agreement shall preclude Optionee from entering into agreements or other
arrangements, but only after the Closing, with the Tenant to provide altermative compensation or
benefits to the Tenant in lieu of providing such Relocation Benefits to the extent permitted by
applicable law.

26. Offer and Acceptance. Owner has executed and delivered this Agreement as of
the Agreement Date. Owner’s execution and delivery of this Agreement to Optionee constitules
an offer to Optionce on the terms and conditions sct forth in this Agreement (the “Offer™). The
Offer may be accepted only (a) following approval of the transactions coniemplated by this
Agreement by the City Council of The City of Redwood City and (b) by Optionee’s execution of
this Agreement in the signature block set forth below and the delivery of this Agreement to
Owner. If Optionee does not accept the Offer by executing this Agreement and delivering it to
Owner on or before October 20, 2010, Owner shall have the right to revoke the Offer by written
notice 1o Optionee.

[Remainder of this page intentionally left blank]
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IN WITNESS WHEREOF, the parties hereto have executed and delivered this Agreement
as of the dates set forth below.

“OWNER”

LAS CRUCES HOLDINGS, LLC,
a CaliforiaTimited liability company

¥ /MZ///‘\
s /4@(%4;&/(

By. \/\/ aw\ \gOWX

Its: (IA-{,MLO‘LV

Dated: /0 - {0' "r/ 0

“OPTIONEE”

CITY OF REDWOOD CITY,
a charterjcity and municipal corporation of the State of California

By:

Name:

Cth’l Wanader”
Dated: Ddbber \2, 201D

ﬁx&\\ %

Sl!vm\V\mdﬂl\Tﬂﬁ:n City Clerk
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ACCEPTANCE BY ESCROW HOLDER

First American Title Insurance Company hereby acknowledges that it has reccived a fully
executed counierpart of the foregoing Real Estate Option Agreement (“Contract™) and agrees to
acl as Escrow Holder or agent under the Contract and to be bound by and perform the terms
thereof as such terms apply to Escrow Holder.

Dated: /0-/%-Z0/0 First American Title Insurance Company

By: 4)L/£—/’/’"/4"-/7
Name: 4/ 20T sepe 6P

) \ .) .
its: e//Zrbf'/chtL dﬁ’ff%&&?’/pﬁj?ﬁ:ﬁﬂﬁdfgg s
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EXHIBIT A
DESCRIPTION OF REAL PROPERTY

LEGAL DESCRIPTION
Red property In the Gty of Redwood City, County of San Mateo, State of Cdifornia, described as
follows:
PARCEL Tt

PARCEL "A" AS SHOWN UPCON PARCEL MAP MO, 2008-02 FILED FOR RECORD OCTOBER 22,
2008 IN VOLUME 78 OF PARCEL MAPS, AT PAGE 76-78 5AN MATEOQ COUNTY RECORDS.

PARCEL I

A NON-EXQUSIVE EASEMENT FOR THE CONSTRUCTION, MAINTENANCE, USE AND OPERATION
OF A RAILROAD TRACK 114, OVER AND UPON & STRIP OF LAND TWENTY (20) FEET WIDE,
LYING EQUALLY ON EACH SIDE OF THE FOLLOWING DESCRIBED CENTERLINE:

BEGINNING AT & PCINT ON THE NORTHEASTERLY LINE OF THE ABOVE MENTIONED MAP,
DISTANT THEREON NORTH 55° 13" 12" WEST 3.55 FEET FROM THE MOST ERSTERLY CORNER
OF LOT 2 AND RUNMNING THENCE FROM SAID POINT OF BEGINMING, SOUTHWESTERLY, ALONG
THE ARC CF & CURVE TO THE LEFT, HAYING A RADIUS OF 383,06 FEET AND A CENTRAL
ANGLE OF 10° 21' 09" AND BEING TANGENT TO & LINE BEARING SOUTH 31° 02' 54" WEST,
FOR AN ARC DISTANCE OF 69.21 FEET; THEMCE SOUTH 20° 41' 45" WEST 190 FEET, MORE OR
LESS, TO THE SOUTHWESTERLY LINE OF SAID LOT 2.

PARCEL I

A NON-EXQLUSIVE EASEMENT APPURTENANT TO PARCEL I ABOVE, FOR THE CONSTRUCTION,
MAINTENANCE, USE AND OPERATION OF A RATLROAD TRACK IN, OVER AND UPON A STRIP OF
LAND 20 FEET WIDE, THE CENTERLINE OF WHICH STRIP I5 SPEQFICALLY DESCRIBED AS
FOLLOWS:

BEGINNING AT & POINT ON THE NORTHERLY BOUNDARY LINE OF LANDS DESCRIBED AS
PARCEL 2 IN THAT CERTAIN DEED TO ARTHUR N, BLOMQUIST AND ELSIE U, BLOMQUIST, HIS
WIEE FROM BLOMQUIST OIL SERVICE, INC., DATED FEBRUARY 1, 1961 AND RECORDED
FEBRUARY 17, 1961 IN BOOK 3536 OF OFFICIAL RECORDS AT PAGE 449 (FILED NO. 32424-T),
RECORDS OF S&N MATEQ COUNTY, CALIFORNIA, SAID POINT BEING DISTANT NORTH S5° i3’
12" WEST 72.54 FEET FROM THE POINT OF INTERSECTION OF THE COURSES NCRTH B5° 13'
12" WEST 411,22 FEET AND NORTH 88° 53’ 28" WEST 936,33 FEET, AS RECITED IN THE LAST
SATD DEED; THENCE FROM SAID POTNT OF BEGINNING, SOUTH 34° 24' 17" WEST 7.58 FEET
TO A POINT AT THE BEGINNING OF & TANGENT CURVE TO THE LEFT; THENCE ALONG THE
ARC OF LAST SAID CURVE, HAVING A RADIUS OF 383.06 FEET, THROUGH A CENTRAL ANGLE
OF 3° 21' 23", AN ARC LENGTH OF 2244 FEET TO APOINT ON THE NORTHEASTERLY LINE OF
THE LANDS OF DOUGLASS AND WOODHOUSE, AS SAID LANDS ARE DESCRIBED IN THAT
CERTAIN DFED RECORDED OCTOBER 20, 1959 I BOOK 3691 OF OFFICTAL RECORDS AT PAGE
496, RECORDS OF SAN MATEO COUNTY, CALIFCRNIA, SAID POINT BEMNG DISTANT NORTH 55°
13' 21" WEST 3.55 FEET, ALONG LAST SAID LINE, FROM THE MOST EASTERLY CORNER OF
LAST SAID LANDS.

PARCEL IV:

A NON-EXCLUSIVE EASEMENT APPURTENANT TO PARCEL 1 ABOVE FOR THE CONSTRUCTION,
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MAINTENANCE, USE AND OPERATION OF A RAILROAD TRACK, IN, OVER AND LIPON A STRIP OF
LAND 20 FEET WIDE, THE CENTERLINE OF WHICH STRIP IS SPECIFICALLY DESCRIBED A5
FOLLOWS:

BEGINNING AT & POINT ON THE NORTHERLY BOUNDARY LINE OF LANDS DESCRIBED AS
PARCEL 2 IN THAT (ERTAIN DEED TO ARTHUR N. BLOMQUIST AND ELSIE U. BLOMGUIST, HIS
WIFE FROM BLOMQUIST OIL SERVICE, INC., DATED FEBRUSRY 1, 1961 AND RECORDED
FEBRUARY 17, 1961 Ih BOCK 3936 OF OFFICIAL RECORDS AT PAGE 449 (FILED NO. 32424-T),
RECORDS OF SAN MATEO COUNTY, CALIFORNIA, SAID POINT BEING DISTANT NORTH 55° 13
12" WEST 72.54 FEET FROM THE POINT OF INTERSECTION OF THE COURSES NCRTH 55° 13'
12" WEST 411,22 FEET AND NORTH BB® 53 28" WEST 936.33 FEET, A5 RECITED IN THE LAST
SAID DEED; THENCE FROWM SAID POIRNT OF BEGINNING, NORTH 34° 24 17" EAST 42.42 FEET
7O A POINT AT THE BEGINNING OF A TANGENT CURVE TO THE LEFT; THENCE ALONG THE
ARC OF LAST SAID CURVE, HAVING A RADIUS OF 383.06 FEET, THROUGH A CENTRAL ANGLE
OF 13° 48" 15", AN ARC LENGTH OF 92,30 FEET; THENCE NORTH 20° 35' 59" EAST 87.39 FEET
TO & POINT AT THE BEGINNING OF A TANGENT CURYE TG THE RIGHT; THENCE ALONG THE
ARC OF LAST SAID CURVE, HAVING A RADIUS OF 383.06 FEET, THROUGH A CENTRAL ANGLE
OF 14° 45" 30", A ARC LENGTH OF 98.67 FEET; THENCE NORTH 35° 21" 29" EAST B9.23 FEET
TO A POINT AT THE BEGINNING OF & TBNGENT CURVE TO THE RIGHT; THENCE ALONG THE
ARC OF LAST CURVE, HAVING A RADIUS OF 440.00 FEET, THROUGH & (ENTRAL ANGLE OF 42°
52' 30", AN ARC LENGTH OF 338.58 FEET; THENCE 78° 13' 59" EAST 520.22 FEET TO A POINT
AT THE BEGINNING OF A& TANGENT CURVE TO THE LEFT; THENCE ALONG THE ARC OF LAST
SAID URVE, HAVING A RADIUS OF BOO FEET, THROUGH A CENTRAL ANGLE OF 2° 38'55", AN
ARCLENGTH OF 36.98 FEET TO A POINT ON THE EASTERLY LINE OF SAID LANDS OF
BLOMQUIST CIL SERVICE &ND THE EASTERLY TERMINUS OF THE HEREIN DESCRIBED
CENTERLINE.

PARCEL V:

A NON-EXCLUSIVE EASEMENT APPURTENANT TO PARCEL I ABOVE FOR THE COMSTRUCTION,
MAINTENANCE, USE AND OPERATION OF A RAILROAD TRACK, IN, OVER AND UPOM ASTRIP OF
LAND 20 FEET WIDE AND LYING 10 FEET OM EACH SIDE OF THE FOLLOWING DES(RIBED
CENTERLINE, AND BEING A PORTION OF THAT CERTAIN 14.517 ACRE PARCEL CONVEYED TO
THE BAYSHORE DEVELOPMENT COMPARY, A4 CALIFORKNIA CORPORATICN, BY DEED RECORDED
DECEMBER 30, 1955 IN BOCK 2943 OF OFFICIAL RECORDS AT PAGE 483, RECORDS OF SAN
MATED COUNTY, CALIFCRNIA, SAID STRIP BEING MORE PARTICULARLY DESCRIBED AS
FOLLOWS!

BEGIMMNING AT A POINT ON THE EASTERLY LINE OF THAT (ERTAIN 12.266 ACRE PARCEL
DESCRIBED I THE DEED TO BLOMQUIST OIL SERVICE, RECORDED APRIL 28, 1949 IN BOOK
1654 OF OFFICIAL RECORDS AT PAGE 705, RECORDS OF SAN MATEO COUNTY , CALIFORNIA,
DISTANT THEREON NCRTH 0° 03 30" EAST 191747 FEET FROM THE SOUTHEASTERLY
CORNER OF SRAID PARCEL; THENCE NORTH 80° 36' 30" EAST 63.02 FEET; THENCE ALONG THE
ARCOF & CURVE TO THE LEFT, ON & RADILIS OF 382.25 FEET, THROUGH A (ENTRAL ANGLE
OF 19° 00", & DISTANCE OF 126.76 FEET; THENCE NORTH 61° 36° 30" EAST 52.27 FEET TO A
POINT ON THE NCRTHWESTERLY LINE OF THE 20 FOOT EASEMENT RECORDED IN BOOK 3107
OF OFFICIAL RECORDS AT PAGE 256, RECORDS OF SAN MATEQ COUNTY , CALIFORNIA.

SAID EASEMENTS WERE CREATED BY DEED DATED JULY 14, 1966 AND RECORDED JULY 15,
1966 UNDER FILE NG. 81771-Z, (BOCK 5190 OF CFFICAL RECORDS AT PAGE 383), RECORDS
OF S8 MATEO COUNTY, CA.IFORNMIA.

APN: 052-392-210-2 and 052-392-250-7
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EXHIBITB
MEMORANDUM OF OPTION AGREEMENT

Recording Requested by and:
When Recorded Return to:

s Space For Recorder’s Use Only

MEMORANDUM OF REAL ESTATE OPTION AGREEMENT

By this Memorandum of Real Estate Option Agreement (this “Memorandum™) dated as
of , 2010, (“Owner™), and THE CITY OF REDWOOD CITY,
a charter city and municipal corporation of the State of California (“Optionee™), acknowledge
and agree to the following:

1. Real Estate Option Agreement. Pursuant to the terms of that certain unrecorded
Real Estate Option Agreement (the “Option Agreement”), by and between Owner and Optionee,
dated as of ., Owner has granted to Optionee the exclusive right and option to
purchase that certain real property, consisting of approximately acres, having Assessor
Parcel No. , focated in the City of , County of , Stalc of
California, as more particularly described on Exhibit A attached hereto (the “Property™).

2 Term. The term of the Option Agreement, and any rights or interest of Optionee
in and to the Property created hereby, shall begin on the date of this Memorandum, and shall end
no later than December 31, 2011, and may end earlier as provided in the Option Agreement.

3. Price and Terms. The price and other terms are sei forth in the Option Agreement,
all of the terms, covenants and conditions of which are incorporated herein by reference as
though set forth fully herein. In the event of any inconsistency between this Memorandum and
the Option Agreement, the Option Agreement shall control. All capitalized terms used herein
and not otherwise defined herein shall have the same meaning as is set forth in the Purchaser
Agreement

4. Effect. Owner and Optionee have executed and recorded this Memorandum for
the purposc of imparting notice of the Option Agreement and the respective rights and
obligations of Owner and Optionec thereunder. The obligations of Owner and Optionee to be
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performed under the Option Agreement and this Memorandum, whether to be performed on the
Property or clsewhere and whether such obligations are affirmative or negative in nature, are
intended to and shall bind Owner and Optionee and shall bind and inure to the benefit of and
their respective heirs, successors and assigns.

IN WITNESS WHEREOF, Owner and Optionee have signed this Memorandum of
Option Agreement dated as of the date first set forth above

OWNER:

By:

Name:

Its:

OPTIONEE:

CITY OF REDWOOD CITY, a charter city and
municipal corporation of the State of California

By:

Name:

Its:
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State of California

County of

On before me

Personally

appeared

who proved to me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are

subscribed to the within instrument and acknowledged to me that he/she/they executed the same in
his/het/their authorized capacity(ies) and that by his/her/their signature(s) on the insttument the
person(s), or the entity upon behalf of which the person(s) acted, executed the instrument,

I certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing
paragraph is true and correct.

WITNESS my hand and official seal.

Signature (seal)

State of California

County of

On before me

Personally
appeared

who proved to me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are
subscribed to the within instrument and acknowledged to me that he/she/they executed the same in
his/her/their authorized capacity(ies) and that by his/her/their signature(s) on the instrument the
person(s), or the entity upon behalf of which the person(s) acted, executed the nstrument.

1 certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing
paragraph is true and correct.

WITNESS my hand and official seal

Signatwe (seal)
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Exhibit A

LEGAL DESCRIPTION
Rea property in the Gty of Redwood Gy, County of San Mateo, State of California, described s
Follews:
PARCEL Tt

PARCEL "&" AS SHOWN UPON PARCEL MAP NO, 2008-02 FILED FOR RECORD OCTOBER 22,
2008 IN YOLUME 78 OF PARCEL MAPS, AT PAGE 76-78 SAN MATEC COUNTY RECORDS.

PARCEL It

& NON-EX CLUSIVE EASEMENT FOR THE CONSTRUCTION, MAINTENANCE, USE AND OPERATION
OF & RAILROAD TRACK IN, OVER AND UPON & STRIP OF LAND TWENTY (20) FEET WIDE,
LYING EQUALLY ON EACH SIDE OF THE FOLLOWING DESCRIBED CENTERLINE!

BEGIMMING AT A POINT ON THE NORTHEASTERLY LINE OF THE ABOYE MENTIONED MAP,
DISTANT THEREON NORTH 55° 13' 12" WEST 3.55 FEET FROM THE MOST EASTERLY CORNER
OF LOT 2 AND RUNNING THENCE FROM SAID POINT OF BEGINNING, SOUTHWESTERLY, ALONG
THE ARC OF A CURVE TO THE LEFT, HAVING A RADIUS OF 383.06 FEET AND & (ENTRAL
ANGLE QF 10° 21° 03" AND BEING TANGENT TO A LINE BEARING SOUTH 31° 02' 54" WEST,
FOR &N ARC DISTANCE OF 69,21 fEET; THENCE SOUTH 20° 41' 45 WEST 180 FEET, MORE OR
LESS, TO THE SOUTHWESTERLY LINE OF SAID LOT 2.

PARCEL III:

A NOWN-EXCLUSIVE EASEMENT APPURTENANT TO PARCEL T ABOVE, FOR THE CONSTRUCTION,
MAINTENANCE, USE AND OPERATION OF A RAILROAD TRACK IN, OVER AND LIPON A STRIP OF
L&ND 20 FEET WIDE, THE CENTERLINE OF WHICH STRIP IS SPECIFICALLY DESCRIBED AS
FOLLOWS:

BEGINNING AT A POINT ON THE NORTHERLY BOUNDARY LINE OF LANDS DESCRIBED AS
PARCEL 2 IN THAT (ERTAIN DEED TO ARTHUR N, BLOMQUIST AND ELSIE U. BLOMQUIST, HIS
WIFE FROM BLOMGQUIST CIL SERVICE, INC., DATED FEBRUARY 1, 1961 8ND RECORDED
FEBRUARY 17, 1961 IN BOOK 3336 OF OFFICIAL RECORDS AT PAGE 449 (FILED MO, 32424-T),
RECORDS OF S8N MATEG COUNTY, CALIFORNIA, SAID POINT BEING DISTANT NORTH 5%5° 13
12" WEST 72.54 FEET FROM THE POINT OF INTERSECTICN OF THE COURSES NCRTH 55° 13'
12" WEST 411.22 FEET AND NORTH 88° 53° 28" WEST 936.33 FEET, AS RECITED IN THE LAST
SAID DEED; THENMCE FROM SAID POINT OF BEGINNING, SOUTH 34° 24' 17" WEST 7.58 FEET
TOAPOINT AT THE BEGINNING OF & TANGENT CURVE TO THE LEFT; THENCE ALONG THE
ARC OF LAST SAID CURVE, HAYING A RADIUS OF 383.06 FEET, THRCUGH A CENTRAL ANGLE
OF 3°21' 23", N ARC LENGTH OF 2244 FEET TC APOINT ON THE NORTHEASTERLY LINE OF
THE LANDS OF DOUGLASS AND WOODHOUSE, AS SAID LANDS ARE DESCRIBED IN THAT
CERTAI}N DEED RECORDED OCTOBER 20, 1959 IN BOOK 3691 OF OFFICIAL RECORDS AT PAGE
496, RECORDS OF SAN MATEQ COUNTY, CALIFORNIA, SAID POINT BEING DISTANT NCRTH 55°
13 21" WEST 355 FEET, ALONG LAST SAID LINE, FROM THE MOST EASTERLY CORNER OF
LAST SAID LANDS.

PARCEL IV:

H NON-EXQ USIVE EASEMENT APPURTENANT TO PARCEL T ABOVE FOR THE CONSTRUCTION,
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MAINTENANCE, USE AND OPERATICH OF A RAILROAD TRACK, IN, OVER AND UPON A STRIP OF
LAND 20 FEET WIDE, THE CENTERLIME OF WHICH STRIP IS SPEQFICALLY DESCRIBED AS
FOLLOWS!

BEGINNING AT A POINT ON THE NORTHERLY BOUMDARY LINE OF LANDS DESCRIBED AS
PARCEL 2 In THAT CERTAIN DEED TO ARTHUR N, BLOMQUIST AND ELSIE U. BLOMQUIST, HIS
WIFE FROM BLOMQUIST OIL SERVICE, INC,, DATED FEBRUARY i, 1951 AND RECORDED
FEBRUARY 17, 1961 IN BOCK 3936 OF OFFICIAL RECORDS AT PAGE 449 (FILED NO. 32424-T),
RECORDS OF SN MATEO CCUNTY, CALIFORNIA, SAID POINT BEING DISTANT NORTH 550 13
12" WEST 72.54 FEET FROM THE POINT OF INTERSECTION OF THE COURSES NORTH 55° 13
12" WEST 411.22 FEET AND NORTH 88° 53' 28" WEST 936.33 FEET, AS RECITED I THE LAST
SAID DEED; THENCE FROM SAID POINT OF BEGIMNNING, NORTH 34° 24' 17" EAST 42,42 FEET
TO & POINT AT THE BEGINNING OF & TANGENT CURVE TO THE LEFT; THENCE ALONG THE
ARC CF LAST SAID CURVE, HAVING & RADIUS OF 383.06 FEET, THROUGH & CENTRAL ANGLE
OF 13° 48 18", AN ARC LENGTH OF 92.30 FEET; THENCE NORTH 20° 35' 59" EAST 87.39 FEET
TO A POINT AT THE BEGINNING OF & TANGENT CURVE TO THE RIGHMT; THENCE ALONG THE
ARC OF LAST SAID CURVE, HAYING & RADIUS OF 383.06 FEET, THROUGH A CENTRAL ANGLE
OF 14° 45" 30", AN ARC LENGTH OF 9B8.67 FEET; THENCE NORTH 35° 21' 29" EAST 89.23 FEET
TO A POINT AT THE BEGINNING OF & TANGENT CURVE TO THE RIGHT; THENCE ALONG THE
ARC OF LAST QURVE, HAYING A RADIUS OF 440.00 FEET, THROUGH A (ENTRAL ANGLE OF 42°
52' 30", AN ARC LENGTH OF 338,58 FEET; THEM(E 78° 13' 59" EAST 520.22 FEET TO A POINT
AT THE BEGINNING OF A TANGENT CURVE TO THE LEFT; THENCE ALONG THE ARC OF LAST
SAID (LRVE, HAVING & RADIUS OF 800 FEET, THROUGH A CENTRAL AMGLE OF 2° 38' 55", AN
ARCLENGTH OF 36.98 FEET TO A POINT ON THE EASTERLY LINE OF SAID LANDS OF
BLOMQUIST OfL SERVICE AND THE EASTERLY TERMINUS OF THE HEREIN DESCRIBED
CENTERLINE.

PARCEL W

A NMON-EXCLUSIVE EASEMENT SPPURTENANT TO PARCEL 1 ABOVE FOR THE CONSTRUCTION,
MAINTENANCE, USE AND OPERATION OF & RAILROAD TRACK, IN, OVER AND UPON ASTRIP OF
LAND 20 FEET WIDE AND LYING 10 FEET ON EACH SIDE OF THE FOLLOWING DES(RIBED
CENTERLIE, 8ND BEING A PORTION OF THAT CERTAIN 14.517 ACRE PARCEL CONVEYED TO
THE BAYSHORE DEVELOPMENT COMPANY, & CALIFORNIA CORPORATICN, BY DEED RECORDED
DECEMBER 30, 1955 IN BOOK 2943 OF OFFICIAL RECORDS AT PAGE 483, RECORDS OF SalM
MATEO COUNTY, CALIFORNIA, 5815 STRIP BEING MORE PARTICLARLY DESCRIBED AS
FOLLOWS:

BEGINNING AT A POINT OM THE EASTERLY LINE OF THAT CERTAIN 12,266 ACRE PARCEL
DESCRIBED IN THE DEED TO BLOMGUIST OIL SERVICE, RECORDED APRIL 28, 1949 IN BOOK
1654 OF OFFICIAL RECORDS AT PAGE 705, RECORDS OF SAN MATEC COUNTY, CALIFORNIA,
DISTANT THEREON MORTH G° 03 30" EAST 191747 FEET FROM THE SOUTHEASTERLY
CORNER OF SAID PARCEL; THENCE NORTH 80° 356" 30" EAST 63.02 FEET; THENCE ALONG THE
ARCOF A CURVE TO THE LEFT, ON & RADIUS OF 382.25 FEET, THROUGH & CENTRAL ANGLE
OF 19° 00', & DISTANCE OF 126.76 FEET; THENCE NORTH 61° 36' 30" EAST 52.27 FEET TO A
POINT ON THE MORTHWESTERLY LINE OF THE 20 FOOT EASEMENT RECORDED IN BOOK 3107
OF OFFICIAL RECORDS AT PAGE 286, RECORDS OF SAN MATEO COUNTY, CALIFORNIA.

SAID EASEMENTS WERE CREATED BY DEED DATED JULY 14, 1966 AND RECORDED JULY 15,
1566 UNDER FILE NO. 81771-2, (BOOK 5190 OF OFFICAL RECORDS AT PAGE 383), RECORDS
OF SAN MATEOQ COUNTY, CALIFORNIA.

APN: 052-392-210-2 and G52-392-260-7
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EXHIBIT C
ASSIGNMENT AND BILL OF SALE

Reference is hereby made to that certain property located in the City of Redwood City,
County of San Mateco, California (the “Land”), as described in more detail on Exhibit A of that
certain Real Estate Option Agreement between Owner and Optionee (as such parties are defined
beiow) dated as of , 2010 (the “Agreement”). Capitalized terms used but not
defined in this Assignment and Bill of Sale (the “Assignment”) have the meaning given to such
{erms in the Agreement.

For good and valuable consideration, receipt of which is hereby acknowledged, the
undersigned (“Owner”), does hereby, give, grant, bargain, sell, transfer, assign, convey and deliver
to THE CITY OF REDWOOD CITY, a charter city and municipal corporation of the State of
California (*Optionee™), the following:

(a) Owner's interes! in all rights, privileges and easements appurtenant to the
Land, including, without hmitation, all minerals, oil, gas and other hydrocarbon substances as
well as all development rights, air rights, water, water rights (and water stock, if any) relating to
the Land and any easements, rights-of-way or other appurtenances used in connection with the
beneficial nse and enjoyment of the Land (collectively, the “Appurtenances”);

(b) Owner's interest in all improvements and fixtures located on the Land,
including all buildings and structures presently located on the Land, all apparatus, equipment and
appliances used in connection with the operation or occupancy of the Land, such as heating and
air conditioning systems and facilities used to provide any utility services, refrigeration,
ventilation, garbage disposal, recreation or other services on the Land (all of which are
collectively referred to as the “Improvements” and, together with the Land and the
Appurtenances, the “Real Property™); and

{c) Owner's interest in any tangible or intangible personal property owned by
Owner and used in the ownership, use and operation of the Land, the Appurtenances and the
Improvements, including, without limitation, (i) the right to use any trade name now used in
connection with the Real Property, (ii) all of Owner’s right, title and interest i and to all plans
and specifications relating to the Real Property, (iii) all existing warrantics and guarantics
{express or implicd) relating to the Real Property, (iv) Owner’s rights under the contracts and
agreements, if any, described on Schedule __ hereto (the “Contraets™), and (v) the Property
Documents all other intangible rights or claims that run with or relate to the Real Property
(collectively, the “Personal Property”).

Optionee hereby assumes all of the obligations of Assignor under the Contracts described
on Schedule ___ attached hereto, to the extent such obligations relate to the period afier the
Closing under the Agreement (the “Transfer Date™), and agrees to be bound by such Contracts
from and after the Transfer Date for the remainder of the terms thereof. Optionee’s acceptance of
this Assignment shall not constitute or be deemed to constitute an assumption by Optionce of any
dutics, liabilitics or obligations of Owner under any other contracts or agreements.
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Owner hereby covenants that it will, at any time and from time to time upon writlen request
therefor, execute and deliver to Optionee, its nominees, successor and /or assigns, any new or
confirmatory instruments and do and perform any other acts which Optionec, its nominces,
successors and/or assigns, may request in order to fully transfer possession and control of, and
protect the rights of Optionee, its nominees, successors and/or assigns in, all the assets of Owner
intended to be transferred and assigned hereby.

IN WITNESS WHEREOQOF, this Assignment is executed by Owner as of the date set forth
above.

OWNER:

OPTIONEE:
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SCHEDULE OF ASSUMED CONTRACTS
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EXHIBIT D
ASSIGNMENT AND ASSUMPTION OF LEASE

THIS ASSIGNMENT AND ASSUMPTION OF LEASE (this “Assignment”) is made
and entered into as of 20 (the “Agreement Date”) by and between
(“Assignor”), and

collectively, “Assignee™).

RECITALS:
A. Assignor, as seller, and Assignee, as Optionee, entered into a Real Estate Option
Agreement (the “Option Agreement”) dated as of 2010, with respect to the

sale and purchase of certain premises consisting of a single building located on ceriain real
property as more particularly described in Exhibit A attached hereto (the “Property™).

B In connection with the sale and purchase of the Property, Assignor desires to
assign to Assignee, and Assignee desires to assume from Assignor, all of Assignor’s right, title
and interest in, to and under the lease (the “Lease”) attached hereto as Exhibit “B”.

AGREEMENT:

NOW, THEREFORE, in consideration of the mutual covenant and agreements contained
herein and other good and valuable consideration, the parties agree as follows:

1. Assignment. Assignor hereby assigns and transfers to Assignee all of Assignor’s
right, title, and interest in, to and under the Lease as landlord from and after the Transfer Date (as
hereinafier defined).

2. Assumption. Assignee hereby assumes all of the obligations of Assignor under
the Lease to be performed by landiord from and afier the Transfer Date, and agrees to be bound
by all of the terms, covenants, conditions, and provisions of the Lease from and afier the Transfer
Date for the remainder of the terms of the Lease.

3. Transfer Date. The Transfer Date shall be the date on which the close of escrow
occurs under the Option Agreement,

4, Prorations. The parties shall prorate the rent, including additional rent, and other
sums due under the Lease as of the Transfer Date based on a 365-day year as provided in the
Option Agreement.

5. Goveming Law. This Assignment and the rights and obligations of the parties
hereunder shall in all respeets be governed by, and interpreted in accordance with, the laws of the
State of California. Assignor and Assignee agiee that all suits or actions of any kind brought to
interpret or enforce the terms of, or otherwise arising out of or relating to this Assignment shall
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be filed and litigated solely in the state court in the county in which the Option Agreement is
governed is located or if such suit or action cannot be filed and or litigated in state court, then in
the federal court located closest to the Real Property as that term is defined in the Option
Agreement. Fach party hereby consents to the personal and subject matter jurisdiction of said
courts. Assignor and Assignee agree that San Mateo County shall for all purposes be considered
the place in which this Assignment was entered ino, notwithstanding the order in which, or the
location or locations at which, it may have been execuled or delivered.

6. Attomeys’ Fees. If a legal action, suit, or proceeding is brought by Assignor or
Assignee to enforce or interpret any of the provisions of this Assignment, the prevailing party
shall be entitled to recover all costs and reasonable attorneys’ fees incurred in connection
therewith, “Prevailing party” within the meaning of this paragraph shall include, without
limitation, a party who brings an action against the other after the other party is in breach or
default, if such action is dismissed upon the other party’s payment of the sums allegedly due or
performance of the covenant allegedly breached, or if the party commencing such action or
procecding obtains substantially the relief sought by it in such action whether or not such action
proceeds to a final judgment or determination.

7. Interpretation. This Assignment shall be interpreted in accordance with the
common meaning of its terms and shall not be interpreted strictly for or against cither party.

8. Counterparts. This Assignment may be executed in any number of counterparts,
each of which shall be deemed an original, and when taken together they shall constitute one and
the same Assignment. Signatures may be made by facsimile provided the original is promptly
mailed to the other party

9. Sucecessors & Assigns. This Assignment shall be binding upon, and inure to the
benefit of, the parties hereto and their respective successors, heirs, administrators and assigns.

IN WITNESS WHEREQF, the parties hereto have executed this Assignment as of the
day and year first above written.

“ASSIGNOR” “ASSIGNEE”
By By:
Tiile: Title:
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EXHIBIT E
LIST OF CONTRACTS
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EXHIBIT F
ESTOPPEL CERTIFICATE

Date: 20

To (“*Optionee™):

THIS IS TO CERTIFY THAT:

1. The undersigned is the tenant (“Tenant”) under that certain resume here dated
_, 20 (“Leasc”) by and between ,a , as Landlord,
and , 8 , as Tenant, covering those certain premises commonly
known as Chemical Way in the City of Redwood City, California (the

“Property™). A true and complete copy of the Lease is attached hereto.

2 Except as reflected on the documents attached to this Estoppel Certificate, the
Lease has not been modified, changed, altered, assigned, supplemented or amended in any
respect. Neither Tenant nor to Tenant’s actual knowledge, Landlord is in default under the
Lease, and the Lease is valid and in full force and effect on the date hereof The Lease is the only
lease or agreement between Tenant and Landlord affecting or relating to the Property. The Lease
represents the entire agreement between Landlord and Tenant with respect to the Property.

3 Tenant is not entitled to, and has made no agreement(s) with Landlord or its
agents or employees concerning free rent, partial rent, rebate or rental payments, credit or offset
or deduction in rent, or any other type of renlal concession, including, without limitation, leasc
support payments or lease buy-outs, except to the extent set forth in the Lease.

4. Tenant has accepted and now occupies the Property, and is and has been open for
business since , 20 . The Lease Term began
, 20 . The termination date of the present term of the Lease,
excluding uncxercised renewals is , 20

5. Tenant has paid Rent for the Property for the period up to and including
, 20 , provided that Landlord has accepted from Tenant a

promissory note evidencing certain unpaid rent accrued through the period ending
, 2010, The Base Rent [ CHECK LEASE TERMS ] (excluding
Tenant's Share of Taxes, Insurance and Operating Costs [MODIFY IF OFFICE LEASE], as such
terms are defined in the Lease) payable to Landlord presently is § per month. No
Rent has been paid more than one (1) month in advance of its due date. Tenant's security deposit
is$ {If none, state "none”).

6. No event has occurred and no condition exists which, with the giving of notice or
the lapse of time or both, will constitute a default under the Lease. Tenant has no existing
defenses or offsets against the enforcement of this Lease by Landlord.
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7. Ali conditions under this Lease to be performed by Landlord have been satisfied.
All required contributions or allowances, if any, owed by Landlord under the Lease to Tenant on
account of Tenant's tenant improvements have been received by Tenant.

8. No actions, whether voluntary or otherwise, are pending against Tenant or any
general partner of Tenant under the bankruptey laws of the United States or any state thercof.

9. Tenant has not sublet the Property to any sublessee and has not assigned any of its
rights under the Lease, except as indicated below (if none, state "none"). No one except Tenant
has its employees occupying the Property.

14, The address for notices to be sent to Tenant is as set forth in the Lease.

I Tenant acknowledges that all the interest of Landlord in and to the Lease is being
or will be duly assigned to Optionee or its assignee (assuming Oplionee’s escrow closes) and that
pursuani to the terms thereol all rental payments under the Lease shall continue to be paid to
Landlord in accordance with the terms of the Lease unless and until Tenant is notified in writing
by Optionee, its assignee, or its SUCCCSSON O asSigns.

12, The undersigned is authorized to execute this Tenant Estoppel Certificate on
behalf of Tenant.

Tenant acknowledges that Optionee and Landlord are relying on the above-referenced
representations concerning the Lease being accurate and complete as of the date hercof with the
understanding that Optionee will rely upon such representations in connection with its planned
purchase of the Property.

Dated this day of 20

TENANT:

By:

Name:

ts:
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Schedule 12(d)

Hazardous Materials Disclosure

Owner discloses to Optience that the Real Property is located within 2,000 feet from the real
property commonly known as 70 Chemical Way, Redwood City, California (the “Adjacent
Property”). The Adjacent Property is the subject of on-going groundwater monitoring under the
oversight of the Regional Water Quality Control Board, San Francisco Region. As provided in
Paragraph 10(b) of this Agreement, within three (3) days after the Execution Date Owner shall
provide Optionce with copies of the documentation, if any, in its possession describing the scope
of contamination at the Adjacent Property (including the types and quantities of Hazardous
Materials).
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REAL ESTATE OPTION AGREEMENT

70 CHEMICAL WAY

THIS REAL ESTATE OPTION AGREEMENT (this “Agreement”} is dated for
reference purposes as of October 1, 2010 (the “Agreement Date”) and is made and entered into
by and between THE CITY OF REDWOOD CITY, a charler city and a municipal corporation
of the State of California (“Optionee™), and KONA VENTURES, LLC, a California limited
liability company (*Owner”).

RECITALS

A. Owner is the owner of certain improved real property along with certain related
tangible and intangible personal property.

B Optionee desires o acquire the exclusive option to purchase such property from
Owrier on the terms and conditions set forth hercin.

NOW, THEREFORE, for and in consideration of the mutual covenanis and agreements
contained in this Agreement, and other good and valuable consideration, the receipt and
adequacy of which are hereby acknowledged, Optionee and Owner hereby agrec as follows:

AGREEMENT

1. Grant of Option to Purchase: Consideration.

(a) Grant of Option. Subject to the terms and conditions of this Agreement,
Owner hereby grants to Optionce the exclusive right and option (the “Option™) to purchase the
following;:

(i) The real property commonly known as 7¢ Chemical Way,
consisting of approximately 0.956 acres of land, having Assessor Parcel Number 052-392-200,
located in the City of Redwood City (the “City™), County of San Mateo (ihe “County™),
California, as more particularly described in Exhibit A attached hereto (the “Land™);

(i} Owner's interest in all rights, privileges and casements appurtenant
to the Land, including, without limitation, all minerals, oil, gas and other hydrocarbon substances
as well as all development rights, air rights, water, water rights (and water stock, if any) relating
to the Land and any casements, rights-of-way or other appurtenances used in connection with the
beneficial use and enjoyment of the Land (collectively, the “Appurtenances™);

(i) Owner's interest in all improvements and fixtures located on the
Land, including all buildings and structures presently located on the Land, all apparatus,
equipment and appliances used in connection with the operation or occupancy of the Land, such
as heating and air conditioning systems and facilities used to provide any utility services,
refrigeration, ventilation, garbage disposal, recreation or other services on the Land (all of which
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are collectively referred to as the “Improvements” and, together with the Land and the
Appurtenances, the “Real Property™); and

(iv)  Owner's interest in any tangible or intangible personal property
owned by Owner and used in the ownership, use and operation of the Land, the Appurtenances
and Improvements, including, without limitation, (i} the right to use any trade name now used in
connection with the Real Property, (ii) all of Owner’s right, title and interest in and to all plans
and specifications relating to the Real Property, (iii) all existing warranties and guarantics
(express or implied) relating to the Real Property, (iv) Owner’s rights under any agreements
relating to maintenance and service of the Real Property and other rights relating to the
ownership, use and operation of the Real Property (the “Contracts™), (v) Owner’s rights under
that certain Standard Industrial/Commercial Lease Single-Tenant Lease-Net between Owner (as
the landlord) and Valley Crest Companies, a California corporation (“Tenant’™), dated October 5,
2006 (the “Lease™), (vi) the Property Documents (as defined in Paragraph 10(b)), and (vii) all
other intangible rights or claims that run with or relate to the Real Property {collectively, the
“Personal Property” and, together with the Real Property, the “Property”). Notwithstanding
the foregoing, Optionee shall not be deemed to have assumed any obligations of Owner under
any Contract or other agreement unless Optionee expressly assumes such obligations in writing.

(b) Non-Refundable Option Payment. As good and adequate consideration
for the grant of the Option, within one (1) business day following the Opening of Escrow (as
defined in Paragraph 4(a)), Optionee shall deposit into Escrow (as defined in Paragraph 4(a)
hereof} with First American Title Company (the “Escrow Holder”) at its office at 90] Mariners
Island Boulevard, Suite 380, San Mateo, California, 94404 (atiention: Karen Matsunaga,
telephone (650) 638-9106), a cash sum equal to Two Thousand Dollars ($2,000) (the “Option
Payment™). Owner acknowledges that the Option Payment constitutes good, adequate and
reasonable consideration for the grant of the Option, taking into account, among other things, the
Purchase Price (as defined in Paragraph 3(a)) for the Property, the appraised value of the
Property, and the length of the Option Term (as defined in Paragraph 2(a)). In addition, Owner
acknowledges that Optionee will incur additional costs and expenses in evaluating the Property
during the Feasibility Period (as defined in Paragraph 16(a)) and that Optionee’s expenditure of
such funds constitutes additional and adequate consideration for the grant of the Option.
Following the Opening of Escrow the Option Payment shall not be refundable under any
circumstances and shall immediately be released to Owner from Escrow. The Option Payment
shall be credited to the Purchase Price.

{c) Refundable Initial Deposit. In addition to the Option Payment, concurrent
with the deposit of the Option Payment into Escrow, Optionee shall deposit into Escrow (as
defined in Paragraph 4(a) hercof) with Escrow Holder a cash sum equal to Forty-Eight
Thousand Dollars ($48,000) (the “Initial Deposit™). While in Escrow, the Initial Deposit shall
be held in an interest-bearing account by the Escrow Holder for the benefit of Optionee. The
Initial Deposit and any interest carned thercon while in the Escrow shall be applicable to the
Purchase Price (as defined below). If Optionee provides the Notice to Proceed (as defined i
Paragraph 10(a) hereof) prior to the expiration of the Feasibility Period, the Initial Deposit shall
become non-refundable (except if Owner defaults on its obligations herein or as otherwise
expressly provided for herein) and shall remain in Escrow pending the Closing (as defined in

Paragraph 4(¢) hereof) or earlier termination of this Agreement; provided, however, that if
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Optionee exercises the first Extension Option (as defined in Paragraph 2(b), then the Initial
Deposit shall be released from Escrow and paid to Owner concurrently with Optionee’s exercise
of such Extension Option. If Optionce docs not provide the Notice to Proceed prior to the
expiration of the Feasibility Period, Owner and Optionee hereby authorize Escrow Holder to
immediately release the Initial Deposit (and all of the interest carned thereon) to Optionee at the
cxpiration of the Feasibility Period without any additional documentation required from the
parties. Owner releases Escrow Holder from all liability in connection with the release of the
Initial Deposit to Optionee in accordance with the preceding sentence, and following such release
of the Initial Deposit, neither party shall have any further rights or obligations hercunder (other
than those arising from a party’s breach of this Agreement or otherwise as expressly provided
herein).  The Initial Deposit shall be credited to the Purchase Price.

(dy  Additional Deposits. If this Agreement is not terminated during or at the
end of the Feasibility Period, and if Optionee exercises any of its Extension Options as provided
in Paragraph 2(b), then concurrently with the exercise of any such Extension Option, Optionee
shall deposit into Escrow additional payments {each, an “Additional Deposit™) in accordance
with the terms and conditions of Paragraph 2(b). The Additional Deposits shall constitute good
and adequate consideration for the extension of the Option and once released to Owner shall not
be refundable to Optionee (cven if Optionee never exercises the Option) except in the event of a
breach or default by Owner or the failure of a condition to Closing pursuant to Paragraph 10.

(e) Deposits Defined. As used in this Agreement, the term “Deposits” means
the Initial Deposit and each Additional Deposit, if any, that Optionee deposits in Escrow as
provided in Paragraph 2(b) below. Each Deposit shall be either an “Applicable Deposit™ or a
“Non-Applicable Deposit.” The Initial Deposit and each Applicable Deposit, if any, made by
Optionee that is designated as an Applicable Deposit in the Table referred to in Paragraph 2(b)
shall be deemed “Applicable Deposits” and shall be credited to the Purchase Price at the
Closing. Each Additional Deposit, if any, that is made by Optionee and that is designated as a
Non-Applicable Deposit in the Table referred to in Paragraph 2(b) shall be deemed a “Non-
Applicable Deposit” and shall not be credited to the Purchase Price.

2. Option Term; Exercise of Option.

(a) Option Term. The term of the Option shall commence upon the date that
this Agreement has been exccuied and delivered by both Owner and Optionee, as evidenced by
the last date set forth below the signatures of Owner and Optionee hereto (the “Execution
Date™), and shall expire on December 27, 2010 (the “Initial Option Term™), unless carlier
exercised or extended pursuant to Paragraph 2(b) below. As used in this Agreement, the term
“QOption Term” means the Initial Option Term plus cach Extension Period with respect to
which Optionee has exercised an Extension Option pursuant to Paragraph 2(b).

(b} Extension of Option Term. Notwithstanding Paragraph 2(a) or any other
provision of this Agieement to the contrary, but subject to Paragraph 4(d) below, Optionee shall
have the right to extend the Initial Option Term up to twelve (12) times (each, an “Extension
Option™) for twelve (12) consecutive periods of approximately one-month each (each, an
Extension Period™), as set forth in the table below (the “Table™). In order to exercise the first
Extension Option (i.e., for the period from December 27, 2010, through January 31, 2011), on or
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before close of business on December 27, 2010, Optionee shall (i) notify Escrow Holder and
Owner that Optionee elects to exercise the first Extension Option, (1i) instruct Escrow Holder to
release to Owner the Initial Deposit, and (ii1) deposit info Escrow for immediate release to Owner
the Additional Deposits in the amount set forth in the Table that corresponds to the first
Extension Period. Inn order to exercise the second (and each subsequent) Extension Option,
Optionee shall (x) notify Escrow Holder and Owner on or before the commencement of the
applicable Extension Period that Optionee elects to exercise the Extension Option corresponding
to such Extension Period and (y) deposit into Escrow for immediate release to Owner the
Applicable Deposit or the Non-Applicable Deposit, as the case may be, that corresponds to each
such Extension Period, in accordance with the Table below:

Extension Period Applicable Deposit Non-Applicable Total Deposits
Deposit

12/27/2010 through $54,000 (comprised of | $27,000 $81,000
1/31/2011 the Initial Deposit of

$48.000, plus an

Additional Deposit of

$6,000)
2/1/2011 through $0.00 $13,500 $13,500
2/28/2011
3/1/2011 through $0.00 $13,500 $13,500
37317201
4/1/2011 through $0 00 $13,500 $13,500
4/30/2011
5/1/2011 through $0 .00 $13,500 $13,500
5/31/2011
6/1/201 1 through $13,500 $0.00 $13,500
6/30/201 1
7/1/2011 through $13,500 $0.00 $13,500
7312011
8/1/2011 through $13,500 30.00 $13.500
8/31/2011
9/1/2011 through $13,500 $0.00 $13,500
9/30/2011
10/1/2011 through $13.500 $0 00 $13,500
10/31/2011
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11/1/2011 through $13,500 $0.00 $13,500
11/30/2011

12/1/2011 through $13,500 $0.00 $13,500
12/28/2011

(c) Excrcise of Option. The Option shall be exercisable by Optionce in its
sole and absolute discretion at any time during the Option Term, and shall be exercised, if at all,
by delivery to Owner and the Escrow Holder within the Option Term of written notice (the
“Exercise Notice™) of Optionec’s exercise of the Option. If Optionee exercises the Option, then
(i) Optionee shall not be required to make any Additional Deposits, (ii) Optionee shall be
obligated to purchase the Property, subject to the terms and conditions of this Agreement, and
(iii) the parties shall proceed to the Closing as provided in Paragraph 4(c) and the other
applicable provisions of this Agrcement. If Optionee exercises an Extension Option, then the
Option Term shall be extended for the Extension Period corresponding to such Extension Option.
If the Option is not exercised as provided herein on or before the expiration of the Option Term,
or if the Option Term is not extended as provided in Paragraph 2(b), then subject to Paragraph
21 below, the Option shali lapse and be of no further force or effect.

(d) Limitations on Extension Options. Owner acknowledges that Optionee is
considering the purchase of the Property, together with certain adjacent properties that Optionee
also desires to acquire the option to purchase (collectively, the “Site™), in order to redevelop the
Site for public purposes (the “Project™). In order to proceed with the Project, Optionee may be
required to undertake certain environmental and other studies and to obtain certain approvals or
clearances that are necessary or appropriate for the redevelopment of the Site, including without
limitation the subdivision, re-subdivison or merger of the various parcels comprising the Site,
zoning and/or general plan changes, and compliance with the California Environmental Quality
Act and applicable regulations and requirements relating to the Project (collectively, the “Project
Approvals”). Optionee shall work in good faith to obtain the Project Approvals, provided that
Optionce makes no assurances that it will be successful in obtaining the Project Approvals or the
time required to obtain the Project Approvals. However, if Optionee obtains the Project
Approvals, then notwithstanding that Optionee may have one or more unexercised Extension
Options at the time it obtains the Project Approvals, the Option Term shall be deemed to have
expired on the date that is thirty (30) days after the Project Approvals have been finally
approved. As used in this Paragraph 2(d), the Project Approvals shall be deemed to have been
“finally approved” only after all applicable governmental authorities and public agencies having
jurisdiction thereof (collectively, the "Governmental Authorities") have granted, certified, or
otherwise issued the Project Approvals and all applicable appeal periods for such Project
Approvals shall have expired without an appeal or challenge having been taken or made or, if
any such appeal or challenge is taken or made, then upon resolution of that appeal or challenge
without any change or revision thereto as originally approved by the Governmental Authorities,
or with only changes or revisions being made thereto which are approved by Optionee in its
reasonable discretion.
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3 Purchase Price.

(a) Purchase Price. The purchase price for the Property shall be Two Million
Seven Hundred Thousand Dollars ($2,700,000) (the “Purchase Price™). If Optionce exercises
the Option, the Purchase Price shall be paid by Optionee to Owner at the Closing as follows: (a)
Optionee shall receive a credit to the Purchase Price equal to the sum of the Option Payment, the
Initial Deposit, and all Applicable Deposits made by Optionee, plus all interest accrued on the
Deposits while in Escrow, and (b) Optionee shall deposit into the Escrow at or prior to the
Closing for delivery to Owner a sum (the “Closing Payment™) cqual to the balance of the
Purchase Price.

(b) Loan Payoff. The Property currently is encumbered by a deed of trust (the
“Deed of Trust”) securing a Loan (the “Loan”) evidenced by a promissory note (the “Note™) in
the original principal amount of One Million Seventeen Thousand Dollars ($1,017,000) (the
“Loan”) in favor of Standard Insurance Company (“Lender”}. The Deed of Trust was recorded
on August 28, 2006, as Instrument No. 2006-129197 of the official records of San Mateo County,
California At the Closing, Owner shall cause the deed of trust and any other documents
cvidencing or securing the Loan to be released and reconveyed. To the extent that a prepayment
fee or premium or any other amounts are required to be paid to the Lender (including without
limitation, principal, interest, 1econveyance fees, or other fees or costs of any kind) in connection
with the payoff of the Loan and the reconveyance of the Deed of Trust, Owner shall be solely
responsible for paying such amounts without reimbursement from Optionee.

4. Escrow

(a) Opening of Escrow. Promptly after the full execution and delivery of this
Agreement, the parties will open an escrow (the “Eserow”) with Escrow Holder and shall deposit
with Escrow Holder a copy of this fully executed Agreement, or executed counterparts hereof.
The “Opening of Eserow™ shall be deemed to have occurred on the date following the execution
and delivery of this Agreement by Optionee and Owner that Escrow Holder executes the
“Acceptance of Escrow Holder” immediately following the signature pages of this Agreement
(the “Acceptance”) and returns to Optionee and Owner such Acceptance.

(b) Instructions and Fees. This Agreement constitutes joint instructions to the
Escrow Holder to consummate the purchase in accordance with the terms and provisions hereof;
provided, however, that the parties shall execute such additional escrow instructions, not
inconsistent with the provisions hereof, as may be deemed reasonably necessary to carry out the
intentions of the parties as expressed herein. If the Closing occurs, Optionee shall pay the cost of
the title insurance premium for the Title Policy (as defined in Paragraph 5(c)) and City and
County documentary transfer taxcs, if any. If the Closing occurs, Owner shall pay the costs of
removing any exceptions to title (other than Permitted Exceptions), as defined in Paragraph
5(a), and Personal Property Encumbrances, as defined in Paragraph 5(d). Escrow Fees,
recording fees, and any other closing costs shall be borne by the parties in accordance with the
cusiom of the County.

(c) Closing. The “Closing” shall occur on a date selected by Optionec (cither
following or concurrently with the exercise of the Option), provided that Owner has received at
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least fifteen (15) days prior writien notice of such date (the “Closing Date”), and provided
further that the Closing Date shall occur not carlicr than thirty (30} days after the Opening of
Escrow and no later than thirty (30) days after Optionee’s exercise of the Option pursuant to
Paragraph 2(c) (the “Outside Date™) If Optionce exercises the Option but fails to provide
Owner with at least fifteen (15) days prior written notice of the Closing Date, then unless
otherwisc agreed in writing by Optionee and Owner the Closing Date shall be the Outside Date.
The Closing shall occur only after (1) Optionce has exercised the Option, (i1} all parties to Escrow
have fully performed their respective duties, (iii) Escrow Holder is irrevocably committed to
issue 1o Optionee the Title Policy, and (iv) nothing remains io be done in order to transfer to
Optionee fee title to the Real Property other than Escrow Holder’s recordation of Qwner’s grant
deed (the “Grant Deed”) with the County recorder; provided that the Closing shall be deemed to
have occurred only upon recordation of the Grant Deed with the County recorder.

5 Title.

(a) Title Review. Within {en (10) days after the Opening of Escrow, Optionce
shall obtain a current preliminary title report for the Real Property issued by Escrow Holder,
together with legible and complete copies of all underlying documents referenced as exceptions
in the Title Report and a plot plan for the Real Property showing the locations of all recorded
casements (collectively, the “Title Report™). Optionee shall have the right to obtain an ALTA
survey or other survey (the “Survey”) of the Real Property at Optionee’s sole cost and, if it
obtains the Survey, Optionee shall provide Owner with a copy of it. Within fifteen (15} business
days following Optionee’s receipt of both the Title Report and the Survey (collectively, the
“Title Documents™) but not later than November 10, 2010, Optionee shall either approve in
writing the exceptions contained in the Title Documents or specify in writing any exceptions or
other matiers shown on the Survey to which Optionee objects. All title exceptions and Survey
matters not objected to, as well as the Lease and the lien for current taxes not yet delinquent,
shall be referred to as “Permitted Exceptions,” except for the following (collectively, “Owner
Removal Items™): liens of deeds of trust or other monetary obligations, judgment liens, and
leases or other occupancy agieements (other than the Lease), none of which shall constitute
“Permitted Exceptions.” Owner shall have ten (10) days afier receipt of such notice to advise
Optionee by wiitten notice of any disapproved exceptions or matters which will not be removed
from title by Owner prior to the Closing (other than Owner Removal Items, which Owner shall
be required to remove prior to the Closing). 1f Optionee provides the Notice to Proceed to
Owner during the Feasibility Period, the exceptions contained in the Owner’s notice (other than
Owner Removal ltems) shall be deemed additional Permitted Exceptions

(b) New Exceptions. If any new exceptions or matters are first included in
any supplement or update to the Title Report issued after the expiration of the Feasibility Period
(collectively, “New Exceptions”), Optionee shall notify Owner in writing on or before 5:00 p.m.
Pacific Time within three (3) business days after receipt of such supplement if Optionee
disapproves some or all of the New Exceptions (the “New Exceptions Objection Notice™). If
Optionce timely delivers to Owner a New Exceptions Objection Notice, Owner shall thereafier
have five (5) business days to determine whether Owner is willing to remove the New
Exceptions (the “Decision Peried™) and deliver notice to Optionee. If at the end of the Decision
Period Owner is unwilling to remove the New Exceptions, and if Optionee is unwilling {o waive

its objections, then ecither party may terminate this Agreement upon notice to the other. 1f
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Optionee waives its objections and elects to proceed to Closing, the New Exceptions shall be
deemed to be Permitted Exceptions and Optionece shall not be entitled fo any reduction in the
Purchase Price. In the event that Owner fails to deliver Owner’s response notice to Optionee as
set forth in this Paragraph 5(b), Owner shall be deemed to have elected not to remove the New
Exceptions. If prior to the end of the Decision Period Owner advises Optionee that Owner is
willing to remove the New Exceptions, then Owner thereafter shall cause the New Exceptions to
be removed by the Closing Date. Notwithstanding the foregoing, Owner shall be required to
remove at its sole cost any New Exceptions that constitute Owner Removal ltems, irrespective of
whether Optionee expressly has objected to such exceptions or items.

(c) Title Delivered at Closing. By executing the Grant Deed, Owner shall
convey to Optionce (or to such other person or entity as Optionee may designate) marketable fee
title to the Real Property subject only to the Permitted Exceptions. Immediately following
recordation of the Grant Deed, Escrow Holder shall issue to Optionee an ALTA extended
coverage owner’s policy of title insurance (2006 form), with coverage in the amount of the
purchase price for the Real Property, showing fee simple title to the Real Property vested in
Optionee, subject only to the Permitted Exceptions (the “Title Policy™)

(d) Peisonal Property Encumbrances. To the extent that any of the Personal
Property is encumbered by Uniform Commercial Code financing statements or other liens or
encumbrances (“Personal Property Encumbrances™), Owner shall cause such Personal
Property Encumbrances o be released or otherwise removed prior to the Closing

6. Liquidated Damages. OPTIONEE AND OWNER AGREE THAT IF OPTIONEE
EXERCISES THE OPTION PURSUANT TO PARAGRAPH 2(¢) AND THEREAFTER
DEFAULTS ON ITS OBLIGATION TO PURCHASE THE PROPERTY PURSUANT
HERETO, THE DAMAGES TO OWNER WOQULD BE DIFFICULT AND IMPRACTICAL TO
DETERMINE. ACCORDINGLY, IN THE EVENT OF SUCH DEFAULT BY OPTIONEE,
OPTIONEE AND OWNER HAVE AGREED TO FIX AS LIQUIDATED DAMAGES THE
DEPOSITS, BUT ONLY TO THE EXTENT THE DEPOSITS HAVE THERETOFORE BEEN
DEPOSITED WITH ESCROW HOLDER OR PAID DIRECTLY TO OWNER, AND SUCH
DEPOSITS SHALL BE RETAINED BY OWNER AS LIQUIDATED DAMAGES, AND
SHALL CONSTITUTE OWNER'’S SOLE AND EXCLUSIVE REMEDY FOR SUCH
DEFAULT. OWNER’S RETENTION OF SUCH DEPOSITS AS LIQUIDATED DAMAGES
IS NOT INTENDED AS A FORFEITURE OR PENALTY UNDER CALIFORNIA CIVIL
CODE SECTIONS 3275 OR 3369, BUT INSTEAD IS INTENDED TO CONSTITUTE
LIQUIDATED DAMAGES TO OWNER PURSUANT TO SECTIONS 1671, 1676 AND 1677
OF THE CALIFORNIA CIVIL CODE. OWNER HEREBY WAIVES THE PROVISIONS OF
CALIFORNIA CIVIL CODE SECTIONS 1680 AND 3389 OWNER AGREES THAT THESE
LIQUIDATED DAMAGES SHALL BE IN LIEU OF ANY OTHER MONETARY RELIEF OR
OTHER REMEDY, INCLUDING WITHOUT LIMITATION SPECIFIC PERFORMANCE, TO
WHICH OWNER OTHERWISE MIGHT BE ENTITLED UNDER THIS AGREEMENT, AT
LAW OR IN EQUITY. OPTIONEE AND OWNER SPECIFICALLY ACKNOWLEDGE
THEIR AGREEMENT TO THE FOREGOING LIQUIDATED DAMAGES PROVISION BY
INITIALING THIS PARAGRAPH IN THE APPROPRIATE SPACES PROVIDED BELOW.
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Optionce’s Initials gm Owner’s Initials M

The above Liquidated Damages provisions shall not limit Optionee’s liability to the extent set
forth in this Agreement for any damage to persons or property to the extent caused by Optionee
or any Optionee’s Authorized Partics (as defined in Paragraph 9(a)), which liability shall be in
addition to the liquidated damages referenced above

7. Prorations. If the Closing occurs, all income, if any, and expenses of the Real
Property shall be apportioned as of 12:01 a.m, on the day of Closing as if Optionee were vested
with title to the Real Property during the entire day upon which Closing occurs. Notwithstanding
the generality of the preceding sentence, specific items of income and expense shall be prorated
as follows:

{a) Collected Rent.  All collected rent, collected tenant reimbursements for
Operating Expenses (as defined in Paragraph 7(b) below), and other collected income for the
month of Closing under the Lease shall be prorated as of the Closing Date. Optionce shall be
credited with any rent and other income collected by Owner before the Closing Date but
applicable to any period of time from and afler the Closing Date. Uncollected rent and other
income shall not be prorated on the Closing Date. Any rent received by Owner after the Closing
Date with respect to time periods from and after the Closing Date shall be delivered to Optionee
within five (5) days of Owner’s receipt. Optionee shall apply rent and other income that is
collected from the Tenant after the Closing Date first to the obligations then owing to Optionee
for its period of ownership and to those reasonable attorneys’ fees mcurred by Optionee in
collecting such amount, and shall remit the balance to Owner, to the extent attributable to the
period prior to the Closing Date. Within ninety (90) days following the Closing Date, Owner
may pursue colicction as to any rent owing by the Tenant attributable to the period prior to the
Closing, provided that Owner shall have no right to seek to terminate the Lease or Tenant’s
occupancy under the Lease in connection with its collection efforts.

(b} Operating Expenses. Taxes, insurance, utilitics (to the extent not paid
directly by the Tenant), common arca maintenance and other operating costs and expenses in
connection with the ownership, operation, maintenance and management of the Real Property
(collectively “Operating Expenses™) shall be prorated as of the Closing Date as set forth in
Paragraph 7(a). Those Operating Expenses being paid directly by the Tenant shall not be
prorated. Operating Expenses that are not payable by the Tenant either directly or not
reimbursable under the Lease shall be prorated between Owner and Optionee on an accrual basis.

(c) Taxes and Assessments. Owner shall pay any delinquent real property
taxes and assessments relating to the Real Property. Non-delinquent 1cal estate taxes and
asscssments imposed by any governmental authority shall be prorated as of the Closing Date
based upon the tax bill(s) received for and applicable to the period(s) in which the Closing Date
occurs; or, to the extent such tax bill(s) and apphcable amount(s) arc not available by the Closing
Date, based on the most recent ascertainable asscssed values and tax rates. Owner shall receive a
credil for any prepaid taxes and assessments paid by Owner attributable to the period prior to the
Closing to the end of the applicable taxing period
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(d) Utility Charges. Prepaid water, sewer, and other utility charges shall be
credited to Owner, and unpaid water, sewer, and other utility charges accruing prior to the
Closing shall be credited to Optionee. However, no such prorations shall be made to the exient
any such utilitics are contracted for and paid directly by the Tenant. Optionce shall credit to the
account of Owner all refundable cash or other deposits posted by Owner with utility companies
serving the Real Property o1, at Optionee’s option, Owner shall be entitled to receive and retain
such refundable cash and deposits.

(e) Tenant Deposits. All tenant sccurity deposits made pursuant to the Lease
(“Security Deposits”) actually received by Owner (and interest thereon if required by law or
contract to be earned thercon) and not previously applied to Tenant’s obligations under the Lease
shall be transferred or credited to Optionee at Closing. As of the Closing, Optionee shall assume
Owner's obligations related to the Security Deposits.

(H Contracts. Any amounts owing under the Contracts that arc assigned to
and assumed by Optionee pursuant to Paragraph 15(a) shall be prorated as of the Closing Datc.

(g)  Additional Deposits. Any Non-Applicable Deposits made by Optionce
pursuant to Paragraph 2(b) shall not be prorated. By way of example, if pursuant to Paragraph
2(b) Optionee makes a Non-Applicable Deposit of Thirteen Thousand Five Hundred Dollars
($13,500}) on February 1, 2011 (for the Extension Period ending on February 28, 2011), and if the
Closing occurs on February 15, 2011, then there shall be no proration of such Non-Applicable
Deposit notwithstanding that the Closing occurs prior lo the expiration of the applicable
Extension Period. The Applicable Deposits (together with the Initial Deposit and the Option
Payment) shall be fully credited to the Purchase Price irrespective of when the Closing occurs.

(h)  Other Amounts. Any other operating expense or other items pertaining to
the Real Property which are customarily prorated between buyers and sellers of real property in
the County shall be prorated between Owner and Optionee in accordance with local custom.

(1) Post-Closing Adjustments. Except as otherwise provided in this
Agreement, any revenue or expense amount that cannot be ascertained with certainty as of the
Closing Date shall be prorated on the basis of the parties’ reasonable estimates of such amount,
and shall be the subject of a final proration after the Closing. The parties acknowledge that
Operating Expenses payable by the Tenant under the Lease are calculated and payable based
upon estimates of Operating Expenses expected to be incurred, and such estimates are reconciled
at the end of each year based upon actual expenses incurred for the year. Owner and Optionce
agree that, to the extent items are prorated or adjusted at Closing on the basis of estimates, or are
not prorated or adjusted at Closing pending actual receipt of funds or compilation of information
upon which such prorations or adjustments are to be based, cach of them will, upon a proper
accounting, pay to the other such amounts as may be necessary such that Owner will receive the
benefit of all income and will pay all expenses of the Property prior to the Closing Date and
Optionee will receive all incomie and will pay all expenses of the Property after the Closing Date.
Owner and Optionce agiee that as soon as reasonably possible, but in no event later than April
i5, 2012, the partics shall undertake a final master reconciliation of Operating Expenses, taxes
and other pass-throughs and additional rent with respect to the Lease and the Property. Such
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reconciliation shall be final. Optionee shall prepare the tenant reconciliations for Owner’s
review . Optionee shall transmit such information to Tenant.

8. Possession. Exclusive possession of the Real Property shall be delivered to
Optionee as of the Closing Date, subject only to the possessory rights of the Tenant under the
Lease. Until possession is delivered to Optionee, at is sole cost and expense Owner shall
maintain and keep the Real Property in not less than the same order and condition as on the
Agreement Date. Possession of and legal title to the Real Property shall be delivered to Optionee
free and clear of all tenancies and occupancies, other than the possessory rights of the Tenant.

9. Authorization to Enter; Cooperation.

{a) Authorization 1o Enter. From and afler the Execution Date, Optionee and
its agents, employees, contractors, consultants, and other designees (collectively, “Optionee’s
Authorized Parties”) may, upon three (3) business days’ prior written notice, enter upon the
Real Property to conduct any activity and perform any investigation, test, study or analysis for the
purpose of determining the feasibility of the Real Property for Optionee’s planned development
of the Real Property, including, but not limited to, soils studies, Phase I and/or Phase I
Hazardous Materials (as defined in Paragraph 12(d)) studies, engineering and soil studies, {ree
surveys, archeological studics, biological studies, utilities studies, hydrology studies and any
other matters necessary o evaluate the suitability of the Real Property for Optionee’s
contemplated purposes. Notwithstanding the above (i) no invasive testing shali be done without
Qwner’s written consent which shall not be unreasonably withheld (it being agreed that Owner
shall respond to Optionee’s written request for consent within three (3) business days after
receipt of such request), and (i) Optionce shall provide Owner with copies of all results and
reports received as a result of any investigation, test, study, or analysis regarding the physical
condition of the Property done by any third party consultants on behalf of Optionee  Optionee
shall pay all costs with respect to such studies and tests. Optionee’s Authorized Partics may
bring such equipment on the Real Property as is necessary or appropriate to make such studies.
Optionee shall maintain, repair and restore the Real Property as necessary to remedy any damage
to the Real Property to the extent caused by the feasibility activities of Optionee’s Authorized
Partics on the Real Property, shall take reasonable precautions to minimize interference with the
activities of QOwner on the Real Property, and shall indemnify and hold harmless Owner and
Owner’s Parties (as hereinafier defined in Paragraph 13(d)) from and against all suits, causes of
action, claims, liabilitics, damages, losses, fees, fines, costs and expenses including attorneys’
and expeits’ fees (collectively, “Claims™), for any injury, loss, or damage lo persons or property
occurring in connection with the inspections and studies conducted by Optionee’s Authorized
Parties, except that Optionee shall have no liability for and no obligation to remedy any
conditions or defects on or under the Real Property (i) not caused by a Optionee Authorized Paity
including those that are discovered by a Optionec Authorized Party during its investigations and
inspections, or (i) resulting from the acts or omissions of Owner, or any past and/or present
occupant of the Real Property or thicir respective agents, engineers, contractors, consultants and
representatives. Optionee’s obligations to indemnify and hold Owner and Owner’s Partics
harmiess pursuant to this Paragraph (9a) shall survive the termination of this Agreement and the
Closing,
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(b) Cooperation. Owner shall provide Optionee and its consultants with the
opportunity to consuit with Owner’s environmental consultants and to review any work produet
prepared by or in the possession of such consultants provided Owner is not legally or
contractually precluded from doing so. Owner shall cooperate {(at ne out-of-pocket cost to
Owner) in all rcasonable respects in connection with Optionee’s evaluation of the environmental
condition of the Property and any required clean-up or remediation of Hazardous Materials on, at
or under the Property, including executing any authorizations or other documents 1equired for
Optionee to obtain access to documents or other information relating to the condition of the
Property

10, Conditions of Optionee’s Performance. Optionee’s obligation to close escrow
under this Agreement is subject to Optionee’s written approval of the following conditions at or
before the earlier of the Closing or such carlier time expressly provided below in this
Paragraph 10, but Optionee shall have the right to waive any such condition in writing within
the time period specified in such condition. If any of the following conditions is not satisfied or
waived in writing by Optionee, then Optionce shall be entitled to terminate this Agreement, in
which cvent the Deposits shall be returned immediately to Optionec with interest eamed thereon,
without any further obligation on the part of either Optionee or Owner, subject to any remedies
Optionee may have to the extent that a failure of condition also constitutes a default by Owner
under this Agreement.

(a) Feasibility Study. Optionee may, in Optionee’s sole discretion, approve or
disapprove the condition of the Real Property and the feasibility of using the Real Property for
Optionee’s intended purposes (the “Feasibility Study”) at any time during the period (the
“Feasibility Period”) commencing on the Opening of Escrow and ending at 5:00 p.m. on the
date that is ninety (90) days after the Opening of Escrow. During the Feasibility Period,
Optionee shall have the right to deliver to Owner written notice (the “Notice to Proceed”) of
Optionee’s approval of the Feasibility Study and election to proceed with the purchase of the
Property. Optionce shall be deemed to have disapproved the Feasibility Study if Optionee docs
not deliver the Notice to Proceed to Owner during the Feasibility Period.  1f Optionee
disapproves of or is deemed to have disapproved of the Feasibility Study, then the Deposits
previously made by Optionee shall be immediately returned to Optionee.

(b) Documents. To the extent Owner has not previously done so, within
three (3) days after the Execution Date, Owner shall provide Optionee with copies of all
Conlracts, soil and hydrology reports, environmental or toxic material reports, engineering
reports, biological studies, archeology reporis, improvement plans and specifications,
engineering studies, traffic studies, earthquake studies, siie history investigation documents,
surveys, civil, architectural, landscape and grading plans, working drawings, leases (including all
amendments, assignments and other modifications thercof), copies of title insurance policies for
the Property, copies of notices of default and/or correspondence with the Tenant relating to actual
or alleged defaults by Owner or the Tenant or disputes between Owner and the Tenant, a copy of
all income and expense statements (including annual Operating Expense reconciliation
statements and correspondence between Owner and the Tenant concerning any disputes or
calculations 1egarding Operating Expenses) for the Property for the prior three (3) years, a list of
the Personal Property, copics of all warranties and guaranties pertaining to the Property,
unrecorded subordination agrcements, unrecorded non-disturbance agreements, subleases,
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estoppel certificates, licenses, agreements affecting the Real Property, and other information
relating to the Real Property, whether in final form or in process, to the extent such documents
are in Owner’s possession (collectively, the “Property Documents”). Notwithstanding the
above, Property Documents shall not inciude any internal reports or documentation generated for
the sole use of the members, shareholders, partners, trustees and other constituents of Owner
(other than income and cxpense reports), letters of interest, purchase agreements, expired leases,
appraisals, or entity governing documents. Following the delivery of all Property Documents to
Optionee, Owner shall provide Optionece with writlen notification that all Property Documents
have been delivered by Owner. Optionee shall have the opportunity to review and approve all
Property Documents during the Feasibility Period. If any new Property Documents are first
obtained by Owner afier the Execution Date, Owner immediately shall deliver such new Property
Documents to Optionee. Optionee shall have the right to use all Property Documents, and the
Purchase Price imncludes payment for all Property Documents. Optionee shall not disclose any
information contained in the Property Documents, provided that Optionce shall have the right to
disclose such information to the following parties and in the following circumstances: (1)
Optionee is required to disclose information in the Property Documents in response to a
subpoena or other regulatory, administrative or court order, (ii) independent legal counsel to
Optionce delivers a written opinion to Owner that Optionee is required to disclose such
information, (iii) to actual or potential assignees of this Agreement, (iv) in response to a request
for discovery in any legal or administrative proceeding; (v) in connection with any litigation or
other dispute by or among the partics to this Agreement; (vi) to the extent any information
contained in the Property Documents is or becomes part of the public domain through no fault of
Optionee; (vii) in connection with obtaining, administering, and enforcing rights with respect to
insurance (including without limitation underwriting insurance, adjusting claims or otherwise
procuring, adjusting, challenging, administering, disputing or litigating any issucs concerning
insurance); (viii) to Optionce’s attorneys, accountants, and consultants, and contractors who are
involved in due diligence activities or the consummation of the transactions contemplated by this
Agreement; or (ix) to the extent required by applicable law. If Optionce fails to exercise the
Option as and when required, or if Optionce exercises the Option but fails lo close escrow as and
when required by this Agreement, at Owner’s written request Optionec shall immediately return
all Property Documents and copics thereof to Owner.

() Owner’s Representations and Warrantics. Owner’s representations and
warrantics as set forth in Paragraph 12 below shall be true and cotrect as of, and shall be
deemed remade by Owner, as of the Agreement Date, as of the expiration of the Feasibility
Period, and as the Closing Date

(d) Owner’s Performance. Owner shall have performed, observed and
complied with all material covenants, agreements and conditions required by this Agreement to
be performed, observed and complied with on Owner’s part at or prior to the Closing.

(¢) Title Policy. Escrow Holder shall be ready willing and able to issue to
Optionee the Title Policy at the Closing.

(H Owner’s Deliveries. Owner shall deliver into the Escrow the following
documents (collectively, the “Closing Documents™): (i) the Grant Deed (in the Escrow Holder’s
standard form) for reccordation and delivery to Optionee at the Closing, (i1) an affidavit as
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required by the Foreign Investment in Real Property Tax Act (in the Escrow Holder’s standard
form) and a form 593-C as required by California law, (iii) cscrow instructions in form and
substance consisient with the requirements herein, (iv) an Assignment and Bill of Sale in the
form of Exhibit C aitached hereto (the “Assignment”), duly executed by Owner, (v) an
Assignment and Assumption of Lease in the form attached heieto as Exhibit D (the
“Assignment of Lease™), (vi) a notice letter to the Tenant advising the Tenant of the sale of the
Property to Optionee and directing Tenant to pay to Optionee all rent and other sums accruing
under the Lease for the period afier the Closing executed by Owner, (vii) such duly execuied
owner’s affidavits as may be required by the Escrow Holder to issue the Title Policy at Closing,
(viii) all prorations, fees and other amounts o be paid by Owner at Closing, provided that in licu
of depositing such amounts in Escrow, such amounts shall be withheld from the Closing
Payment delivered to Owner in accordance with Owner’s approved closing statement; (ix) such
evidence as the Escrow Holder may reasonably require as to the authority of the person or
persons executing documenis on behalf of Owner; and (x) such additional documents as shall be
reasonably required to consummate the transaction contemplated by this Agreement

(g) Estoppel Certificate. On or before November 15, 2010, Owner shall have
obtained and delivered to Optionce an estoppel certificate in the form required by the Lease or, if
the form is not specified in the Existing Lease, in substantially the form atiached to this
Agreement as Exhibit F, but not including any information or statements not required by the
Lease, duly executed by the Tenant (the “Estoppel Certificate™). Prior to delivering the
Estoppel Certificate to Tenant for review and exccution, Owner shall deliver a draft of the
Estoppel Certificates to Optionee for review and approval, and Optionee will have five (5)
business days after receipt to review the draft Estoppel Certificate and to notify Owner of any
requested corrections or additions thereto, provided Optionee shall not have the right to require
any additions or changes that are not required by the Lease. The Estoppel Certificate shall be
considered satisfactory only if is exccuted by the Tenant, is dated no earlier than November 30,
2010, and, in the reasonable opinion of Optionee, does not list any material events of default,
desciibe any material differences in lease information from what is provided by Owner pursuant
to this Agreement, or set forth any malterial adverse matter. Following delivery to Optionee of
the executed Estoppel Certificate, if requested by Optionee Owner shall use commercially
reasonable efforts to obtain and deliver to Optionee one or more updates to the Estoppel
Certificate as Optionee may request, duly exceuted by Tenant.

(v} Legal Parcel. The Land shall consist of one or more legal parcels as of the
Closing. Notwithstanding anything in this Agreement to the contrary, the condition precedent set
forth in this subparagraph may not be waived.

(1) Environmental Condition. There shall exist no environmental matter
hiaving a material adverse impact on the Property that was known to Owner on the Agreement
Date and was not disclosed in writing to Optionee within three (3} days after the Execution Date
as provided in Paragraph 10(b) and Schedule 12(d) of this Agreement.

(i Leases. Other than the Lease, there shall exist no other leascs, tenancics,
or occupancy agreements affecting the Real Property or any part of the Real Property.
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() Material Conditions. Fach of the above conditions is for the sole benefit
of Optionee and each of such conditions is deemed to be material to and of the essence of this
Agreement.

L Conditions of Owner’s Performance. All of Owner’s obligations hereunder are
expressly conditioned on the satisfaction at or before the Closing, or at or before such earlier time
as may be expressly stated below, of each of the following conditions (any one or more of which
may be waived in writing in whole or in part by Owner, at Owner’s option):

(a) Optionee’s Representations and Warranties. Optionee’s representations
and warrantics as sct forth in Paragraph 13 below shall have been true and correct as of the
Execcution Date and the Closing Date.

(b)  Optionee’s Performance. Optionce shall have performed, observed and
complied with all material covenants, agreements and conditions required by this Agreement to
be performed, observed and complied with on Optionee’s part at or prior to the Closing.

(c) Optionee’s Deliveries. Optionee shall have delivered to Escrow Holder all
instruments and documents required on Optionee’s part to effectuate this Agreement and the
transactions contemplated hercby, including without limitation, escrow instructions in form and
substance consistent with the requirements herein, a closing statement consistent with the terms
of this Agreement, and a certificate of acceptance of the Grant Deed as required by Section
27281 of the California Government Code, and Optionee shall have timely deposited all funds to
be deposited into the Escrow pursuant hereto, including without limitation the Closing Payment.

12, Owner’s Representations, Warranties and Covenants. Owner hercby represents,
warrants and covenants to Optionee and its assigns, and makes the representations, warrantics
and covenants set forth in this Paragraph 12 for the benefit of Optionee and its successors and
assigns. Owner shall notify Optionee in writing immediately if Owner becomes aware that any
representation or warranty has become untrue or misteading in light of information obtained by
Owner after the Agreement Date. Owner shall indemmify, protect, defend and hold harmless
Optionee from and against all Claims arising from or refating to any misrepresentation made by
Owner in this Agreement or in any document, certificate or exhibit given or delivered in
connection herewith.

(a) Authority. Owner is the sole owner of fee title to the Real Property and has
all requisite power and authority to enter into this Agreement and to perform its obligations
hereunder, and the execution and delivery of this Agreement by Owner shall have been duly
authorized. No approvals, authorizations or consents of any public body or of any person other
than Owner's shareholders, pariners or members, as applicable, are necessary in connection
herewith. This Agreement and all other agreements, documents and instruments to be executed
in connection herewith have been cffectively authorized by all necessary action, corporate,
parinership or otherwise, including, without imitation, authorizations of Owner's Board of
Directors, shareholders or members, as applicable, which authorizations remain in full force and
cffect, have been duly executed and delivered by Owner, and no other corporate, partnership or
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other proceedings on the part of Owner are required to authorize this Agreement and the
transactions contemplated hereby.

(b) No Conflict. The execution and delivery of this Agreement and the
consummation of the transactions contemplated hereunder on the part of Owner do not and will
not violate any applicable law, ordinance, statute, rule, regulation, order, decree or judgment,
conflict with or result in the breach of any material terms or provisions of, or constitute a default
under, or result in the creation or imposition of any lien, charge, or encumbrance upon the
Property or any other assets of Owner by reason of the terms of any contract, mortgage, lien,
lease, agreement, indenture, instrument or judgment to which Owner is a party or which is or
purports to be binding upon Owner or the Property or which otherwise affects Owner or the
Property, which will not be discharged, assumed or released at the Closing. No action by any
federal, state or municipal or other governmental department, commission, board, burcau or
instrumentality is necessary to make this Agreement a valid instrument binding upon Owner in
accordance with its terms.

(c) Documents. Owner has provided or will provide Optionee pursuant to
Paragraph 10(b) with copics of all Property Documents in Owner’s possession. All Property
Documents delivered or to be delivered to Optionee by Owner and its agents are complete
originals or true and correct copies thercof. If Optionee elects not to purchase the Property,
Optionee will return to Owner all Property Documents previously delivered to Optionee by
Owner. Owner shall deliver as and when required all notices relating to the Property to the
extent required by applicable laws or any covenants, conditions or restrictions affecting the
Property

(d) Hazardous Materials. Owner and the Owner Related Parties have not
spilied, discharged or released any Hazardous Materials onto, under or about the Property. To
Owner’s knowledge without inquiry, there are no above ground or underground storage tanks,
barrels, drums, pits, wells, lagoons or other containers {collectively, “Tanks™), other than those
owned or used by the Tenant under the Lease, or any Hazardous Materials, other than as used by
the Tenant under the Lease, on, in, about or under or within 2,000 feet of the Real Property,
including any ground water beneath and surface water thereon (whether by virtue of any storage,
relcasc or disposal on, in or under the Real Property or migration to the Real Property), except
for the specific Tanks and/or Hazardous Materials and quantities thereof as are disclosed by
Owner on Schedule 12(d) attached hereto and incorporated herein (the “Disclosed Hazardous
Materials™). As used herein, the term “Hazardous Materials” shall mean any substance,
material, waste, chemical, mixture or compound which: (i} is flammable, ignitable, radioactive,
hazardous, toxic, corrosive or reactive, and which is regulated under law or by a public entity,
(i1) is a “Hazardous Substance” as defined o1 listed under the federal Comprehensive
Environmental Responsc, Compensation and Liability Act of 1980 (CERCLA), as amended, or
any regulations promulgated thereunder, (iii) is crude oil, petroleum, natural gas, or distillates or
fractions thercof, and/or (iv) damages or threatens to damage health, safety, or the environment,
or is required by any law or public entity to be remediated, including remediation which such law
or public entity requires in order for property to be put to any lawful purpose. The provisions of
this Paragraph 12(d) shall survive the Closing.
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{e) Compliance. Except as specifically set forth in Schedule 12(d) of this
Agrecment, to the best of Owner’s knowledge without inquiry the Real Property is not in
violation of any federal, state or local law, statute, regulation or ordinance, and there are no
special assessments, condemnation actions or other legal actions or proceedings pending or
threatened against the Real Property or any part thereof.

£ Bankruptcy. Owner is not the subject of a voluntary or involuntary
bankruptcy, reorganization, or insolvency petition.

(2) Work Contracts. At the Closing, there will be no outstanding amounts
owing by Owner under any Contracts for any improvements to the Real Property. Owner shall
cause to be discharged all mechanics’ and materialmen’s liens arising from any labor and
materials furnished prior to the Closing, and shall have eliminated from title all exceptions,
claims, and defects other than the Permitted Exceptions. Ne person or entity holds any rights to
purchase or otherwise acquire all or any portion of the Property (or interest therein), including
pursuant to any Option Agreement, option, right of first offer, right of first refusal, gift or other
agreement.

(hy  Other Contracts. Exhibit E to this Agrecment sets forth a complete and
accurate list of Contracts (other than insurance policies and the Lease) affecting the Property, and
neither Owner nor any provider under any of the Contracts has asserted any breach or default
thereunder. Owner has not received any writien notice of a Qwner default and Owner has no
knowledge of any existing Owner defaults under the Contracts. Owner has not received any
writien notice of a default by another party, and Owner has no knowledge of any existing other
party default under the Contracts. Prior to Closing, Owner shall not amend any existing Contract
or enfer into any new Contract affecting the Property that will survive the Closing, or that would
otherwise affect the use, operation or enjoyment of the Property after Closing, without
Optionee’s prior written approval

(1) No Commitments. Owner has not made any commitments {o any
governmental authority, to any adjoining property owner, or to any other organization, group,
individual or entity relating to the Real Property which would impose any obligations upon
Optionee to make any contributions of money or land or to install or maintain any improvements.

) Leases. Other than the Lease, Owner has no{ executed and is not aware of
any other leases, tenancies, subleases, or occupancy agreements affecting the Real Property or
any part of the Real Property. Owner is the current landlord under the Lease. Owner is not in
default under the Lease and to Owner’s knowledge no default on the part of Tenant exists (and
no event has occurred that with the passage of time or the giving of notice, or both, would be a
default) under the Lease. Owner has nol assigned or otherwise transferred any interest in the
L.ease to any other party and Owner has not consented to any sublease or assignment of the Lease
by the Tenani. As of the Agreement Date and as of the Closing, there shall be no outstanding
leasing costs, including without limitation commissions, fiee rent, tenant improvement costs or
allowances, or other tenant inducements or concessions owing by the landlord under the Lease

(k) Rights of Third Partics Owner has not alicnated, encumbered, transferred,
leased, assigned or otherwise conveyed its interest in the Property or any portion thercof except
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as set forth in the Title Report, and shall not enter into any such agreement that will not be
removed prior to the Closing. There are no claims pending or threatened by any third party
against Owner or any Owner Party relating to the Property.

(H Binding Agreement. This Agrcement constitutes the legal, valid and
binding obligation of Owner and is enforceable in accordance with its terms against Owner
subject only to applicable bankruptey, insolvency, reorganization, moratorium or similar laws or
equitable principles affecting or limiting the rights of contracting parties generally.

(m)  Support of Project. As a material inducement to Optionee’s execution of
and performance under this Agreement, for so long as this Agreement remains in cffect and s not
terminated prior to the Closing, Owner shall not challenge, oppose or impede, either directly or
indirectly, the Project, and shall use commercially reasonable efforts to cause the Owner’s Parties
not to challenge, oppose or impede the Project.

(n)  Other. Neither this Agreement, nor any of the exhibits or schedules
hereto, nor any document, certificate or statement referred to herein or furnished to Optionee in
conncctlion with the transaction contemplated herein (whether delivered prior to, simultaneously
with, or subsequent to the exccution of this Agreement) contains any unirue stalement of material
fact or, omits 1o state a material fact in any way concerning the Property or otherwise affecting or
concerning the transaction contemplated hereby

13. Optionee’s Representations and Warranties. Optionee hereby makes the
representations and warranties set forth in this Paragraph 13 for the benefit of Owner and its
successors and assigns. Optionee shall notify Owner in writing immediately if Optionee
becomes aware that any representation or warranty has become untrue or misleading in hight of
information obtained by Optionce after the Agreement Date. Optionee shall indemnify, protect,
defend and hold harmless Owner from and against all Claims arising from or reiating to any
misrepresentation made by Optionee in this Agreement or in any document, certificate or exhibit
given or delivered in connection herewith.

(a) Authority. Optionee has all requisilie power and authority to enter into this
Agreement and to perform its obligations hereunder. The execution and delivery of this
Agreement by Optionee has been duly authorized.

(b)  No Conflict. The execution and delivery of this Agreement and the
consummiation of the transactions contemplated hereunder on the part of Optionee do not and
will not violate any applicable law, ordinance, statute, rule, regulation, order, decree or judgment,
conflict with or result in the breach of any material terms or provisions of, or constitute a default
under, or result in the creation or imposition of any lien, charge, or encumbrance upon any of the
property or assets of Optionee by reason of the terms of any contract, morigage, lien, lease,
agrecment, indenture, instrument or judgment to which Optionee is a party or which is or
purports to be binding upon Optionee or which otherwise affects Optionee, which will not be
discharged, assumed or released at the Closing. No action by any federal, state or municipal or
other governmental department, commission, board, burcau or instrumentality is necessary to
make this Agreement a valid instrument binding upon Optionee in accordance with its terms.
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{c) Litigation. Therc arc no claims, actions, suits or proceedings continuing,
sending or threatened, which would materially adversely affect Optionee or this transaction
I 24 Y ¥ 1

(d) As-ls Purchase: Release of Cerlain Claims. EXCEPT AS OTHERWISE
PROVIDED IN THIS AGREEMENT, OPTIONEE SPECIFICALLY ACKNOWLEDGES AND
AGREES THAT OWNER IS SELLING AND OPTIONEE IS PURCHASING THE
PROPERTY ON AN “AS 1S WITH ALL FAULTS” BASIS, NO PATENT OR LATENT
DEFECTS ON THE PROPERTY WHETHER KNOWN NOW OR DISCOVERED LATER
SHALL AFFECT THIS AGREEMENT, AND THAT OPTIONEE IS NOT RELYING ON ANY
REPRESENTATIONS OR WARRANTIES OF ANY KIND WHATSOEVER, EXPRESS OR
IMPLIED, FROM OWNER, ITS AGENTS, OR ANY BROKERS AS TO ANY MATTERS
CONCERNING THE PROPERTY, INCLUDING WITHOUT LIMITATION: (i) the quality,
nature, adequacy and physical condition and aspects of the Property, including, but not limited 1o,
the structural elements, seismic aspects of the Property, foundation, roof, appurtenances, access,
landscaping, parking facilitics and the clectrical, mechanical, HVAC, plumbing, sewage, utility
systems, facilities and appliances, the square footage within the improvements on the Property
and within cach tenant space therein, (ii) the quality, nature, adequacy, and physical condition of
soils, geology, drainage, and any groundwater, (iii) the existence, quality, nature, adequacy and
physical condition of utilities serving the Property, (iv) the development potential of the
Property, and the Property’s use, habitability, merchantability, or fitness, suitability, value or
adequacy of the Property for any particular purpose, (v) the zoning or other land use status of the
Property, (vi) the compliance of the Property or its operation with any applicable codes, laws,
regulations, statules, ordinances, covenants, conditions and restrictions of any governmental or
quasi-governmental entity or of any other person or entity, (vii) the presence of Hazardous
Materials on, under or about the Property or the adjoining or neighboring propertics, (viii) the
quality of any labor and materials used in any improvements on the Property, or (ix} the
economics of the operation of the Property.

Without limiting the above, but subject to the provisions below relating to Reserved Claims,
effective on the Closing Optionce hereby waives its right to recover from, and forever 1eleases
and discharges, Owner and Owner’s members, sharcholders, partners, beneficiaries, successors
and assigns, and their respective heirs and personal representatives (collectively, the “Owner
Related Parties™), from any and all demands, claims, legal or administrative proceedings, losses,
liabilities, damages, penaltics, fines, Hiens, judgments, costs or expenses whatsoever (including,
without limitation, attorneys’ fees and costs), whether direct or indirect, known or unknown,
foreseen or unforeseen, that may arise on account of or in any way be connected with (i) the
physical condition of the Property including, without limitation, all structural and seismic
clements, all mechanical, clectrical, plumbing, sewage, heating, ventifating, air conditioning and
other systems, the environmental condition of the Property and Hazardous Materials on, under or
about the Property or on, under or about nearby properties, (ii) the quality, nature, adequacy, and
physical condition of soils, geology and any groundwater of the Property and nearby properties,
(iii) claims of any occupants of the Property against Owner or any Owner Related Party, (iv) the
existence, quality, nature, adequacy and physical condition of utilities serving the Property, (v)
the development potential of the Property, and the Property’s use, habitability, merchantability,
or fitness, suitability, value or adequacy of the Property for any particular purpose, (vi) the
zoning or other legal status of the Property or any other public or private restrictions on use of the
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Property, (vii) the compliance of the Property or its operation with any applicable codes, laws,
regulations, statutes, ordinances, covenants, conditions and restrictions of any governmental or
quasi-governmental entity or of any other person or entity, (viii) the presence of Hazardous
Materials on, under or about the Property or the adjoining or neighboring property, (ix) the
quality of any labor and materials used in any improvements on the Property, (x) the condition of
titlc to the Property, (xi) cconomics of the operation of the Property and (xii) any law or
regulation applicable to the use or operation of the Property, including, without limitation, the
Comprehensive Environmental Response, Compensation and Liability Act of 1980, as amended
(42 U.S C. Sections 6901, et seq.), the Resources Conservation and Recovery Act of 1976 (42
U.S.C. Section 6901, et seq ), the Clean Water Act (33 U.S.C. Section 1251, et seq.), the Safe
Drinking Water Act (14 U.S.C. Scetion 1401, et seq.), the Hazardous Materials Transportation
Act (49 U.S.C. Section 1801, ct seq.), and the Toxic Substance Control Act (15 U.S C. Section
2601, ct seq.), the California Hazardous Waste Control Law (California Health and Safety Code
Section 25100, et seq ), the Porter-Cologne Water Quality Contro] Act (California Water Code
Section 13000, et seq.), and the Safe Drinking Water and Toxic Enforcement Act of 1986
(California Health and Safety Code Section 25249.5, ¢t seq.) and any other federal, staie or local
faw.

In connection with the matters referred to above in this Paragraph 13(d),
Optionee on behalf of itself and its agents, successors and assigns, expressly waives all rights
under Section 1542 of the Civil Code of the State of California (“Section 1542”"), or any other
federal or state statutory rights or rules, or principles of common law or equity, or those of any
jurisdiction, government, or political subdivision thereof, similar to Section 1542 (hercinafter
referred to as a “Similar Provision™). Thus, Optionee, its agents, successors and assigns, may
not invoke the benefits of Section 1542 or any Similar Provision in order to prosccute or assert in
any manner the matters referred to above. Section 1542 provides as follows: "A GENERAL
RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE CREDITOR DOES NOT KNOW
OR SUSPECT TO EXIST IN HIS OR HER FAVOR AT THE TIME OF EXECUTING THE
RELEASE, WHICH IF KNOWN BY HIM OR HER MUST HAVE MATERIALLY
AFFECTED HIS OR HER SETTLEMENT WITH THE DEBTOR.”

The preceding provisions of this Paragraph 13(d) shall not constitutc a waiver of any
conditions precedent to Optionee’s obligations under this Agreement.  In  addition,
notwithstanding anything in this Paragraph 13(d) or any other provision herein to the contrary,
Optionec rescrves all rights and claims that it may have under this Agreement or applicable law
with respect to the following (collectively, “Reserved Claims™): (a) fraud, willful misconduct,
or the criminal acts of Owner and its members, employees, agents, consultants and contractors
{collectively, “Owner’s Parties”); (b) claims based upon acts or omissions of Owner which
occur after the Closing; (c) any claims relating to dealings between Optionee and any Owner
Party on transactions or matters relating to other properties; (d) any claims for breach of the
representations, warranties, covenants and other obligations cxpressly set forth in this
Agreement; or (c) claims for breach of the representations, warranties, covenants and other
obligations sct forth in the Closing Documents.

i4.  Brokers. Qwner shall pay a brokerage commission to Cassidy Turley/BT
Commercial (the “Broker”) pursuant to a scparate agreement between Owner and the Broker.
Fxcept for the Broker referved to in this Paragraph 14, cach party represents to the other that it
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has not dealt with any other broker, agent, or finder for which a commission or fee is payable in
connection with the transaction contemplated by this Agreement. Fach party shall indemnify,
defend, protect and hold harmiess the other from any Claims arising from such party’s breach of
its representation contained in this paragraph.

15 Owner’s Operating Covenants.

(a) Contracts. Prior to the Closing, Owner shall terminate all Contracts,
except for the Contracts that Owner agrees to assign to Optionce and that Optionce agrees to
assume. Optionee shall notify Owner of those Contracts, if any, that Optionee wishes 10 assume
within thirty (30) days after receipt of such Contracts. If Optionce fails to notify Owner of its
election to assume any of the Contracts within such thirty (30) day period, Optionee shail be
deemed to have elected not to assume any of the Contracts. Those Contracts that Optionee
expressly elects to assume, if any, shall be identified in an exhibit to the Assignment and
assigned to and assumed by Optionee pursuant to the Assignment.

(b) Leases. From and after the Agreement Date, Owner shall not execute any
new leases or modify or amend the Lease except with Optionee’s writien approval, which
approval may be withheld in Optionee’s sole and absolute discretion. Owner shail not grant any
concession, rebate, allowance or free rent with respect to the Lease, or consent lo any sublease,
termination, or lease surrender proposed by Tenant, except with Optionee’s written approval,
which approval may be withheld in Optionee’s sole and absolute discretion,

(c) Other Operating Covenants. From and after the Agreement Date, Owner
shall not encumber the Property with any liens, encumbrances or other instruments creating a
cloud on title or securing a monetary obligation that will survive the Closing. Owner shall
maintain the Real Property in substantially the same condition as it exists as of the Agreement
Date. Owner shall timely discharge, prior to the Closing, any and all obligations relating to work
performed on or conducted at or materials delivered to the Real Property from time to time by
Owner, or at Owner’s dircetion or on its behalf, in order to prevent the filing of any claim or
mechanic’s lien with respect to such work or materials, and shall indemnify and hold Optionee
harmless from any Claims or liens filed or otherwise claimed, in connection with any work, labor
and/or materials performed on or furnished by, through or under Owner prior to the Closing.
Until the Closing, Owner shall keep in full force and effect all existing insurance policies
affecting the Real Property

16 Assignment. Optionee may assign this Agreement and its rights and obligations
hereunder by delivery to Owner of written notice of such assignment, provided that such assignee
expressly assumes all of the obligations and liabilities of Optionce under this Agreement arising
or accruing after the date of such assignment. 1f Optionce assigns this Agreement, then the
closing documents to be delivered by Optionce and Owner shall be modified so that the
assignee’s name is substituted in leu of the name of Optionee. Subject to the preceding
provisions of this Paragraph 16, this Agreement shall be binding upon and shall inure to the
benefit of the successors and permitted assigns of the parties to this Agreement.

17.  Memorandum of Agreement. At Optionee’s request Owner shall execute and
acknowledge a Memorandum of this Agreement substantially in the form attached hereto as
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Exhibit B (the “Memorandum™), and Optionce shall be entitled to record same in the official
land records of the County. If Optionee fails to exercise the Option within the Option Term, or if
this Agreement otherwise terminates for reasons other than Owner’s default, Optionee shall
execute a quitclaim deed sufficient to release the Memorandum from the Property.

18,  Entirc Agrcement; Amendments. This Agreement and the exhibits hereto set
forth all of the promises, covenants, agreements, conditions and undertakings between the parties
hereto with respect to the subject matter hereof, and supersede all prior and contemporancous
agreements and understandings, inducements or conditions, express or implied, oral or written,
except as contained herein. This Agreement may not be changed orally but only by an agreement
in writing, duly executed by or on behalf of the party or parties against whom enforcement of any
waiver, change, modification, consent or discharge is sought.

19 Attorneys’ Fees. 1f a legal action, suit, or proceeding is brought by Optionee or
Owner to enforce or interpret any of the provisions of this Agreement, or otherwise with regard
to the Escrow or the Property, the prevailing party shall be entitled to recover all costs and
reasonable attorneys’ fees incurred in connection therewith  “Prevailing party” within the
meaning of this paragraph shall include, without limitation, a party who brings an action against
the other afler the other party is in breach or default, if such action is dismissed upon the other
party’s payment of the sums allegedly due or performance of the covenant allegedly breached, or
if the party commencing such action or proceeding obtains substantially the relief sought by it in
such action whether or not such action proceeds 1o a final judgment or determination.

20.  Optionee’s Remedics. Notwithstanding anything to the contrary contained in this
Agreement, if the Closing does not occur as the result of the Owner’s defauli of its obligation to
deliver title to the Property to Optionee in the manner required hereby or Owner otherwise
breaches its obligations to consummate the Closing in accordance with this Agreement, Optionee
shall be entitled to pursue all available legal and equitable remedies, including without limitation
{a) recovery of all Deposits made by Optionee plus claims for additional damages attributable to
such breach or default by Owner (but only to the extent such claims for additional damages do
not exceed One Hundred Thousand Dollars ($100,000)) and (b) specific performance of this
Agreement. The foregoing limitations on damages shall not apply to any claims arising from
fraud, willful misconduet, or criminal conduct of Owner and shall not limit Optionee’s recovery
of attorneys’ fees or other amounts pursuant to Paragraph 19.

21 Cure Period. Notwithstanding the provisions of Paragraph 20 or any other
provision of this Agreement, no default by either party hereto shall result in a termination or
limitation of any rights of such party hercunder unless and until the other party shall have
notified the defaulting party in writing of such default, and the defaulting party shail have failed
to cure such default within ten (10) days afier the receipt of such written notice; provided that,
where a non-monetary default cannot reasonably be cured within such ten (10) day period, the
defaulting party shall not be in default if defaulting party commences such cure within the ten
(10) day period and thereafter diligently prosecutes such cure to completion. In addition, if
Optionee fails to cither exercise the Option pursuant to Paragraph 2(c) or to extend the Option
Term by exercising an Extension Option pursuant to Paragraph 2(b), then notwithstanding any
provision of this Agreement to the contrary, the Option shall not be deemed to have lapsed or
terminated unless Optionee fails to either (a) exercise the Option pursuant to Paragraph 2(c) or
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{b} to exercise an Extension Option and to deposit the applicable Additional Deposit required by
Paragraph 2(b) within ten (10) days after Optionee receives written notice from Owner of etther
such failure. Notwithstanding the above, the failure by Optionee to consummate the Closing
(for reasons other than Owner’s default or the failure of a condition to closing specified in
Paragraph 10) on or before the Closing Date shall result in immediate termination and no such
notice shall be required or cure period provided

22, Entire Agreement. This Agreement constitutes the entire agrcement of the parties
relating to the subject matter hercof and no representation, inducement, promise, or agrecment,
oral or wrillen, between the parties not embodied in this Agreement, will be of any effect. This
Agreement supersedes and cancels any and all prior or contemporaneous negotiations,
anangements, representations and understanding, oral or written, if any, between the parties,
relating to the subject matter of this Agreement.

23.  Risk of Loss. Until the Closing, Owner shall assume all risk of loss with respect
to the Real Property. If after the Agreement Date and prior to the Closing all or any part of the
Real Property is destroyed by fire, carthquake or other casualty, Optionee shall within ten (10)
business days after receipt of written notice from Owner of such casualty (but in all events at
least one (1) day before the Closing Date) irrevocably elect either (a) to terminate this Agreement
or (b) to keep this Agreement in effect, in which event if the Closing occurs Owner shall pay or
assign to Optionce all insurance proceeds paid or payable to Owner (to the extent not previously
expended in an effort to restore the Real Property) as a consequence of such casualty, and the
Purchase Price shall be reduced by the amount of any deductible or other uninsured loss. 1f
Optionee fails to timely elect either the option in clause (a) or in clause (b) above, then Optionee
shall be deemed to have irrevocably elected the option in clause (b} above. If this Agreement is
terminated pursuant to this paragraph, then (i) if the termination relates to a casualty occurring
during the Initial Option Term, all the Deposits and interest earned thercon while in Escrow shall
be returned to Optienee, (ii) if the termination relates to a casualty occurring after the expiration
of the Initial Option Term, all the Deposits previously released to Owner shall be retained by
Owner, and (iii) neither party shall have any further rights, duties, obligations or liabilities, at Jaw
or in equily, arising out of or relating to this Agreement except for those that specifically survive
terimination of this Agreement pursuant lo other paragraphs hereof. Notwithstanding the above,
if the damage to the Real Property does not exceed Two Hundred Thousand Dollars ($200,000),
then Optionce shall not have the right to terminate this Agreement pursuant to clause (a) above
and shall be deemed to have irrevocably clected to keep this Agreement in effect pursuant to
clause (b) above.

24 Miscellancous.

(a) Time of the Essence. Time is of the essence of this Agreement.

(b)  Dates. Any time period o be computed pursuant to this Agreement shall
be computed by excluding the fist day and including the last day. 1f the last day falls on a
Saturday, Sunday or holiday, the last day shall be extended until the next business day that the
Escrow Holder is open for business. As used herein, the term “days” means calendar days and
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the term “business days” mcans all calendar days other than Saturdays, Sundays, or holidays
observed by Escrow Holder.

(c) Governing Law. This Agreement shall be governed by the law of the State
of California. Owner and Optionce agree that all suits or actions of any kind brought to interpret
or enforce the terms of, o1 otherwise arising out of or relating to this Agreement shall be filed and
litigated solely in the state court in the county in which the Real Property is located or if such suit
or action cannot be filed and or litigated in state court, then in the federal court Jocated closest to
the Real Property. Each party hereby consents to the personal and subject matter jurisdiction of
said courts  Owner and Optionec agree that San Mateo County shall for all purposes be
considered the place in which this Agreement was cntered into, notwithstanding the order in
which, or the location o1 locations at which, it may have been executed or delivered

(d)  Notices. All notices or demands which either party is required or desires
to give to the other shall be given in writing by certified mail, return receipt requested with the
appropriate postage paid, by personal delivery, by facsimile (provided reccipt of a facsimile
transmission is confirmed telephonically or otherwise) or by private overnight courier service to
the address or facsimile number set forth below for the respective party, or such other address or
facsimile number as either party may designate by written notice to the other. Al such notices or
demands shall be effective as of actual receipt or refusal of delivery. Should any act or notice
required hereunder fall duc on a weckend or holiday, the time for performance shall be extended
to the next business day. Notwithstanding the foregoing, if Optionee elects to exercises an
Extension Option pursuant to Paragraph 2(b), Optionee may elect to give notice of such
election to Escrow Holder and Owner by email so long as Optionee makes the required
Additional Deposit as and when required by Paragraph 2(b)

To Owner: Kona Ventures, LLC
1350 Bayshore Highway, Suite 900
Burlingame, California 94101
Fax: (650) 347-4307
Atin: Marshall Hydorn

With copies to: Kenneth Horowitz, Esq.
g51 Mariner’s Island Drive, Suite 240
San Mateo, California 94404
Fax: (650) 378-7681
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To Optionee: City of Redwood City
1017 Middlefield Road
Redwood City, California 94063
Fax: (650) 780-5963
Attn:  City Manager

With copies to: City of Redwood City
1017 Middlcfield Road
Redwood City, California 94063
Fax:  (650) 780-5963
Atin: - City Attorney

And lo: Heffernan Scubert & French LLP
1075 Curtis Street
Menlo Park CA 94025
Fax: (650) 322-2976
Attn:  Daniel K. Scubert

(e) Severability. If any provision of this Agreement is held by a court of
competent jurisdiction to be invalid or unenforceable, the remainder of this Agreement shall
continue in full force and effect and shall in no way be impaired or invalidated, and the parties
agree to substitute for the invalid or unenforceable provision a valid and enforceable provision
that most closely approximates the intent and economic cffect of the invalid or unenforceable
provision.

(f) No Third-Party Beneficiaries. The provisions of this Agreement and of
the documents to be executed and delivered at Closing are and will be for the benefit of Owner
and Optionee only and atrc not for the benefit of any third party; and, accordingly, no third party
shall have the right to enforce the provisions of this Agreement or of the documents to be
execuied and delivered at Closing,

(g} No Fiduciary Relationships. Owner is not the agent or representative of
Optionee and Optionee is not the agent or representative of Owner, and nothing in this
Agreement will be construed to make Optionee liable to anyone for goods delivered or services
performed at the Real Property or for debts or claims accruing against Owner. Nothing in this
Agreement will be construed to create any privity of contract or other relationship between
Optionee and anyone supplying labor or materials to the Real Property. Nothing in this
Agreement, nor the acts of the parties, will be construed to create a partnership or joint venture
between Owner and Optionee.

(h) Further Assurances. Each party shall execute, acknowledge, and deliver,
after the Agreement Date, including at or after the Closing, such further assurances, instruments
and documents as the other may reasonably request in order to fulfill the intent of this Agreement
and the transactions contemplated hereby.
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(i) Counterpaits. This Agreement may be exceuted simullancously in
counterparts, each of which shall be deemed an original, but all of which together shall constitute
one and the same instrument.

)] Survival. Unless otherwise expressly stated in this Agreement, the
warranties, representations and covenants of Owner and Optionee shall survive the Closing and
delivery of the Grant Deed.

(k) Waiver of Covenants, Conditions or Remedies. The waiver by one party
of the performance of any covenant, condition or promise, or of the time for performing any act,
under this Agreement shall not invalidate this Agreement nor shall it be considered a waiver by
such party of any other covenant, condition or promise, or of the time for performing any other
act required, under this Agreement  The exercise of any remedy provided in this Agreement shall
not be a waiver of any consistent remedy provided by law, and the provisions of this Agreement
for any remedy shall not exclude any other consistent remedies unless they are expressly
excluded.

h Construction. The paragraph and section headings and captions of this
Agreement are, and the arrangement of this instrument is, for the sole convenience of the paities
to this Agreement. The paragraph headings, captions, and arrangement of this instrument do not
in any way affect, limit, amplify, or modify the terms and provisions of this Agreement. The
singular form will include plural, and vice versa. Each term, condition or provision hercof has
been freely negotiated and shall be equally binding upon Owner and Optionee and no such term,
condition or provision shall be construed against cither party hereto solely because such term,
condition or provision was initially drafted or prepared by such party. Unless otherwise
indicated, all references to paragraphs or sections are to this Agreement.  All exhibits, schedules,
addenda and attachments referred to in this Agreement are attached {o it and incorporated in it by
this reference. Any gender used shall be deemed to refer to any other gender more grammatically
applicable to the party to whom such use of gender relates

(m)  Amendments. No amendment to this Agreement will be binding on any of
the parties to this Agreement unless the amendment is in writing and exccuted by all parties. No
acts or omissions of any employee or agent of the parties or any broker, if any, shall alter, change
or modify any of the provisions of this Agreement.

(n) Non-Liability of Officials. No officer, official, member, employee, agent,
or representatives of Optionee shall be liable for any amounts due hereunder, and no judgment or
execution thereon entered in any action hereon shall be personally enforced against any such
official, member, employee, agent, or representative.

(0) Owner’s Tax Deferred Exchange. Owner may desire to effect a tax-
deferred exchange with respeet {o its disposition of the Property (“Owner’s Exchange’)
pursuant to Section 1031 of the Internal Revenue Code. Owner’s Exchange will be structured by
Owner at its sole cost and expense and Optionce will have no obligation to acquire or enter into
the chain of title to any property other than the Property. Optionee’s sole obligation in
connection with Owner’s Exchange shall be to review and execute such documentation as is
reasonably necessary in order to effectuate Owner’s Exchange in accordance with the foregoing
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and the applicable rules governing such exchanges Optionee’s cooperation with Owner’s
Exchange shall not affect or diminish Optionee’s rights under this Agreement, delay the Closing
or be construed as Optionee’s warranty that Owner’s Exchange in fact complies with

Section 1031 of the Internal Revenue Code. Optionee shall have the right {o review and
reasonably approve any documents to be executed by Optionee in connection with Owner’s
Exchange. Acceptance of title to the Property from Owner’s designated intermediary shall not
modify Owner’s representations, warranties and covenants to Optionee under this Agreement or
the survival thercof pursuant to this Agreement. The Grant Deed and all closing documents shall
run directly between Owner and Optionee. Owner is relying solely upon the advice and counsel
of professionals of Owner’s choice in structuring, exccuting and consummating Owner’s
Exchange.

(p} Advice of Advisors Each party to this Agreement acknowledges and
agrees that it has obtained and relied upon its own legal counsel and other advisors to cvaluate
the tax, accounting and legal consequences of entering into this Agreement and consummating
the transactions contemplated hereby, and, except as set forth in this Agreement, neither party is
relying on any representations or warranties of the other party to this Agreement.

(Q Disclosure. Ben Paul, Marshall Hydorn, and Mark Melbye are licensed
real estate brokers and are members of Owner.

25. Qwner’s Watvers.

(a) Waiver of Relocation Assistance. Optionee’s payment to Owner of the
Purchase Price shall constitute full and complete satisfaction of any obligation Optionee may
have for providing relocation assistance to Owner and paying its relocation costs, il any, required
to comply with all applicable federal, state and local laws, rules and regulations arising out of,
based upon, or relating to, relocation assistance or benefits owing under the Uniform Relocation
Assistance and Real Property Acquisition Policies Act of 1970, 42 U.S.C. Section 4601 et seq.,
and the California Relocation Act, Govt. Code Section 7260 et seq., and its implementing
regulations, 25 Cal. Code Regs. Section 6000 et seq. or under any other federal, state or local
relocation statutes, regulations or guidelines, including but not limited to, any such regulations or
guidelines of the City of Redwood City or the County of San Mateo (collectively, “Relocation
Benefits™). Accordingly, Owner, for itself and for its agents, successors, assigns, fully releases,
acquits and discharges Optionee and its officers, officials, members, directors, council members,
employees, attorneys, accountants, other professionals, insurers, and agents, and all cntitics,
boards, commissions, and bodies related to any of them (collectively, the “Released Parties™),
from all Claims that Owner, or any of them, has or may havc against the Released Parties for all
Relocation Benefits arising out of or related to Optionee’s acquisition of the Property or the
displacement of Owner from the Property.

(b) Waiver of Property Rights and Interests. Upon receipt by Owner of the
Purchase Price, Owner for itsclf and for its agents, successors and assigns fully releascs, acquits
and discharges Optionce and the Released Parties from all Claims that Owner, its agents,
successors and assigns has or may have against the Released Parties arising out of or related to
Optionee’s acquisition of the Property or the displacement of Owner from the Property including,
without limitation, all of Owner’s property rights and interests in the Property, including but not
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limited to (i) all leasehold interests and rights of tenancy or occupancy, (ii) all improvements,
including improvements pertaining to the realty, furniture, fixture, and equipment, (iii) business
goodwill and lost income (past or future) relating to the Property, (iv) Owner’s failure {o locate a
suitable replacement location, (v) lost rental income or sublease or license income, (vi) severance
damages and pre-condemnation damages, if any, (vii} economic or consequential damages, (viii)
professional consultant fees, attorney’s fees and costs, expert witness fees and costs, interest, and
(ix) all other costs, and any and all compensable interests, and/or damages, and/or claims, of any
kind and nature, claimed or to be claimed, suffered or to be suffered, by Owner, ils agents,
successors and assigns by reason of Optionee’s acquisition of the Property or Owner’s
displacement from the Property. Notwithstanding the above, Optionee and the Released Parties
shall not be released from any obligations to indemnify or hold harmless Owner or Owner’s
Parties to the extent otherwise provided in this Agreement.

{c) Waiver of Civil Code Section 1542, Owner, on behalf of iself and its
agents, successors and assigns, expressly waives all rights under Section 1542 of the Civil Code
of the State of California (“Section 1542™), or any other federal or state statutory rights or rules,
or principles of common law or equity, or those of any jurisdiction, government, or political
subdivision thereof, similar to Section 1542 (hereinafter referred to as a “Similar Provision™).
Thus, Owner and its agents, successors and assigns, and any business, enterprise, or venture in
which they are involved, may not invoke the benefits of Scction 1542 or any Similar Provision in
order to prosccute or assert in any manner the matiers Released in Paragraph 25(a) or
Paragraph 25(b) above Secction 1542 provides as follows:

“A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE CREDITOR
DOES NOT KNOW OR S PE(“T TO EXIST IN HIS OR HER FAVOR AT THE TIME OF
EXECUTING THE REL WHICH IF KNOWN BY HIM OR HER MUST HAVL.
MATERIALLY AFFIZ(‘ ‘Jj{lS OR HER SETTLEMENT WITH THE DEBTOR.”

Owner's Imuai

(d)  Indemnification. Owner acknowledges that Optionee is relying on
Owner’s representation and warranty that other than the Lease, Owner has not executed and is
unaware of any other leases, tenancics, subleases, or occupancy agreements affecting the
Property (“Owner’s Occupancy Representation”). In the event that Owner’s Occupancy
Representation is untrue, then without limiting Optionee’s recourse for Owner’s breach of
Owner’s Occupancy Representation, if such other tenants or occupants shall be entitled to
Relocation Benefits, Owner shall have the sole and exclusive responsibility for providing all such
Relocation Benefits and paying all relocation costs required to comply with all applicable federal
and state laws, rules, and regulations and satisfying all Claims of such parties. Owner hereby
agrees to indemnify, defend, protect and hold the Released Parties harmless from and against any
Claims asserted against or sustained by the Released Parties arising from its breach of the
Owner’s Occupancy Representation, including without limitation claims for Relocation Benefits
and inverse condemnation.

(e) Tenant Relocation Assistance. Notwithstanding the preceding provisions
of this Paragraph 25 {o the contrary, provided the Closing occurs, Optionec shall assume the

obligations to provide Relocation Benefits to the Tenant. Nothing in this Paragraph 25(e) or
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clsewhere in the Agreement shall preclude Optionee from entering into agreements or other
arrangements, but only after the Closing, with the Tenant to provide alternative compensation or
benefits to the Tenant in lieu of providing such Relocation Benefits to the extent permitted by
applicable faw.

26 Offer and Acceptance. Owner has executed and delivered this Agreement as of
the Agreement Date Owner’s exccution and delivery of this Agreement to Optionee constitutes
an offer to Optionee on the terms and conditions set forth in this Agreement (the “Offer”). The
Offer may be aceepied only (a) following approval of the transactions contemplated by this
Agreement by the City Council of The City of Redwood City and (b) by Optionce’s execulion of
this Agreement in the signature block set forth below and the delivery of this Agreement to
Owner. If Optionee does not accept the Offer by executing this Agreement and delivering it to
Owner on or before October 20, 2010, Owner shall have the right to revoke the Offer by written
notice to Optionee.

[Remainder of this page intentionally lefl blank]
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IN WITNESS WHERLEQF, the paitics hereto have executed and delivered this Agreement
as of the dates set forth below.
“OWNER”

KONA VENTURES, LLC,
a Californig hiumited liability company

/e

oyt T
Name: 73 K5 /A4 ¢ [’WQO@’O

Its: MEBER
NN
Name: e Da,u\
i Mawclpan

Dated: /O" é" ‘/C)

B

&

“OPTIONEE”

CITY OF REDWOOD CITY,
a charter city and municipal corporation of the State of California

_ -
ek (. Tnviram

i G \’\/\[-W\ftd("fjf

D tcd:DC»‘J&;BJ@ﬁV \7/{ 201D

Name:

Si“@‘?ondc\;*]hfﬁen, City Clerk
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ACCEPTANCE BY ESCROW HOLDER

First American Title Insurance Company hereby acknowledges that it has received a fully
executed counterpait of the foregoing Real Estate Option Agreement (“Contract”) and agrees to
act as Escrow Holder or agent under the Contract and to be bound by and perform the terms
thereof as such terms apply to Escrow Holder.

Dated: /& ~/ % 26/ 0 First Amel ica ﬂe Insurance Company

Name: /7547/&/;4"7/4/{5&’/]/ v .
7 /73%7%2&?&& I ) ﬁ(_{/w
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EXHIBIT A
DESCRIPTION OF REAL PROPERTY

L EGAL DESCRIPTION

Red property inthe Gty of Redwood Gy, County of San Mateo, State of Cdifornia, described &s
Follows:

Parcel It

Let 2, as shown on that certdn map entitled “Woodhouse Industrial Park, Redwood City,
Califarnia®, Rled in the Office of the County Recorder of San Mateo County, State of California, on
June 17, 1964 in Book 65 of Maps at Page(s) 3.

Parcel I}

a non-exclusive saserent sppurtenant ko Parcel 1 ahove, for the construction, maintenance, use
and operation of a rafroad tract in, over and upon strip of land 20 feet wide, the center fine of
which strip Is specifically described follows:

Beginning at a point on the Northerly boundary line of lands described as Parcel 2 in that certain
Deed to Arthur M. Blom quist and Elsie L. Blomaquist, his wife from Blomguist Gl Service, Inc.,
dated February 1, 1961 and recorded February 17, 1961 in Book 3936 of Officld Records at Page
449 (Filed Mo. 32424-T), Records of San Mateo Courty, Cdifornia, said point being distant North
g5°¢ 13 12" West 72.54 feet from the point of intersection of the courses, Rorth 55° 13' 12" West
411,22 feet and North 88° 53' 28" West 936.33 fest, as recited in the last sdd Deed; thence from
said point of beginning, South 34° 24' 17" West 7.58 feet bo a point at the beginning of a tangent
curve o the left; thence alang the &¢ of fast sald curve, having a radius of 383.06 feet, through
acentrd angle of 3° 21° 237, an arc length of 22.44 feet to a point on the Notheasterly fine of
the lands of Douglass and Woodhouse, s s&d lands are described in that certain Deed recarded
Ockober 20, 1959 in Book 3691 of Officid Records & Page 496, Records of San Maeo County,
Caifornia, sald point being distant North 55¢ 13 21" West 3.55 feet, dong last said line, from the
most Fasterly corner of last said lands.

Parcel T

A non-exciusive easement eppurtenant to Parcel 1 diave, for the construction, maintenance, use
a operation of a ralroad track in, over and upon a srip of land 20 feet wide, the center line of
which strip is specifically described as follows:

Beginning at a point on the Northerly boundary fine of lands described as Parcel 2 in that certain
Deed to Arthur 1. Biom quist and Elsie U. Blomaguist, his wife from Blomquist O Service, Inc.,
dated February 1, 1961 and recorded February 17, 1961 in Book 3936 of Officid Records at Page
449 {Filed No. 32424-T), Records of San Maeo Courty, Cdifornia, said point being distant North
55o 13 12" West 72.54 feet from the point of intersecion of the courses North 55° 13' 12" West
411.22 Feek and North B8° 53° 28" West 936.33 feet, as recited in the last sad Deed; thence from
sald point of beginning of a tangent curve o the left; thence alang the arc of last sed curve,
having a radius of 363,06 feet, through a central angle of 13° 48 18" & ar¢ length of 92,30 fest;
thence North 20° 35' 590 East 87,39 feet to a point at the beginning of a tangent curve to the
right; thence along the arc of last said curve, having a radius of 383.06 feet, through a central
angle of 14° 45' 30", an arc length of 98.67 feet; thence North 35¢ 21° 29 East 89.23 fest to a
point & the beginning of a tangent aurve to the right; thence dong the arc of last sdd curve,
having a radius of 440.00 fest, through a centrd angle of 420 52' 30" an arc length of 33858
Fegt} thence 78° 13' 59" East 520.22 feet to a point & the beginning of a tangent curve to the
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left; thence along the arc of last said curve, having a radius of 800 Feet, through a central angle
20 38' 55", an arc lengt of 36,98 Feet to a point on the Easterly line of said lands of Blomquist
Ol Service and the Easterly term inus of the herein described center line,

Parcel 1V

& non-exclusive easement appurtenant to Parcel I ebove for the construction, mantenance, use
and operalion of a radlroad tract, in, over end upon & strip of land 20 fest wide, and lving 10 feet
on each side of the Following described center line, and being a portion of that certain 14.517
acre parcel conveved o the Bayshore Development Company, a Californda Corporation, by Deed
recorded Decembar 30, 1955 in Book 2943 of Official Records at Page 483, Records of San Mateo
County, Celifornia, sad strip being more particularly described as follows:

Beginring at a point on the Easterly line of that certain 12,266 acre parcel described in the Deed
to Blomaquist Cil Service, recorded Apiil 28, 1949 in Book 1654 of Official Records at Page 705,
Records of San Mateo County, California, distent thereon North 0% 03' 30" East 1917 .47 feet from
the Southeasterly corner of said Parcel; thence North 80° 36 30" Eagt 63.02 feet; thence glong
the arc of a curve ko the 1eft, on a radius of 382,252 feet, through a central angle of 19° 00, a
distance of 126.76 feet; thence Morth 61° 31 30" East 52.27 feet to a polnt on the Northwestedy
line of the 20 foot easement recorded in Bock 3107 of Official Reoords at Page 256, Records of
San Mateo County, California.

Said Fasements were created by deed dated Mly 14, 1966 and recorded July 15, 1966 under File
No. 81769-2, (Bool 5190 of Official Records at Page 374), Records of San Maten County,
Caiferria.

APN: 052-392-200-3
JPN: 052-039-392-204
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EXHIBIT B
MEMORANDUM OF OPTION AGREEMENT

Recording Requested by and:
When Recorded Retumn to:

This Space For Recorder's Use Only

MEMORANDUM OF REAL ESTATE OPTION AGREEMENT

By this Memorandum of Real Estate Option Agreement (this “Memorandum”) dated as
of , 2010, (“Owner”), and THE CITY OF REDWOOD CITY,
a charter city and municipal corporation of the State of California (“Optionee”), acknowledge
and agree to the following:

l. Real Estate Option Agreement. Pursuant to the terms of that certain unrecorded
Real Estate Option Agrcement (the “Option Agreement”), by and between Owner and Optionee,
dated as of . Owner has granted to Optionee the exclusive right and option to
purchase that certain real property, consisting of approximately acres, having Assessor
Parcel No. , located in the City of , County of . State of
California, as more particularly described on Exhibit A attached hereto (the “Property”).

2. Term. The term of the Option Agreement, and any rights or interest of Optionee
in and to the Property created hereby, shall begin on the date of this Memorandum, and shall end
no later than December 31, 2011, and may end carlier as provided in the Option Agreement.

3. Price and Terms. The price and other terms are set forth in the Option Agreement,
all of the terms, covenanis and conditions of which are incorporated herein by reference as
though set forth fully herein. In the event of any inconsistency between this Memorandum and
the Option Agreement, the Option Agreement shall control. Al capitalized terms used herein
and not otherwise defined hercin shall have the sanie meaning as is set forth in the Purchaser
Agreement.

4. Effect. Owner and Optionee have executed and recorded this Memorandum for
the purpose of imparting notice of the Option Agreement and the respective rights and
obligations of Owner and Optionce thereunder The obligations of Owner and Optionee to be
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performed under the Option Agreement and this Memorandum, whether to be performed on the
Property or elsewhere and whether such obligations are affirmative or negative in nature, arc
intended to and shall bind Owner and Optionee and shall bind and inure to the benefit of and
their respective heirs, successors and assigns.

IN WITNESS WHEREQF, Owner and Optionce have signed this Memorandum of
Option Agreement dated as of the date first set forth above.

OWNER:

By:

Name:

Its:

OPTIONELE:

CITY OF REDWOOD CITY, a charter city and
municipal corporation of the State of California

By:

Name:

its:
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State of California

County of

On before me

Personally
appeared

who proved to me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are
subscribed to the within instrument and acknowledged to me that he/she/they executed the same in
his/her/their authorized capacity(ies) and that by his/her/their signature(s) on the instrument the
person(s), or the entity upon behalf of which the person(s) acted, executed the instiument.

1 certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing
paragrapil is true and correct

WITNESS my hand and official seal.

Signature {seal)

State of California

County of

On before me

Personally
appeared

who proved to me on the basis of satisfactory evidence to be the persoin(s) whose name(s) is/are
subscribed to the within instrument and acknowledged to me that he/she/they executed the same in
his/her/their authorized capacity(ies) and that by his/her/their signature(s) on the instrument the
person(s), or the entity upon behalf of which the person(s) acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing
paragraph is true and correct

WITNESS my hand and official seal.

Signature (seal)
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Exhibit A

LEGAL DESCRIPTION

Red property in the Gty of Redwood Gly, County of San Mabeo, State of Cdifornia, described as
follows:

Parcel It

Lot 2, as shown on that certdn map entitled "Woodhouss Industrial Park, Redwoad City,
California", filed in the Office cof the County Recerder of San Meteo County, State of Calfornia, on
June 17, 1966 in Book 65 of Maps at Page(s) 3.

Parcel 11

& non-exclusive easement eppurtenant ko Parcd 1 ebove, For the construction, malntenance, use
and operation of a rdlroad fract in, over and upcn strip of land 20 feet wide, the center line of
which strip is specifically described follows:

Beginning at a point on the Neethetly boundary line of lands described as Parcel 2 In that certain
Dead to Arthur . Blom quist and Elsie U, Blomaquist, his wife from Blomguist Of Service, Inc,
dated February 1, 1961 and recorded February 17, 1961 in Book 3936 of OFficid Records at Page
449 (Fled No. 32424-1}, Records of San Mateo Caurty, Cdifornia, said point being distant North
55° 13 12" West 72,54 feet From the point of Intersection of the courses, North 55° 13 12" West
411.22 feek and North 88° 53' 28" West 936.33 Feet, as recited in the last sad Deed; thence fram
said paint of beginning, South 34° 24' 17" West 7.55 feet b a point at the beginning of a tangent
curve to the left; thence slong the arc of last said curve, having a radius of 383.06 feet, through
acentrd angle of 3° 21' 23", an arc length of 22.44 feet bb a point on the Northeasterly line of
the lands of Douglass and Woodhouse, as sad lands are described in that certain Deed recorded
Octcber 20, 1959 in Book 3691 of Officid Records & Page 495, Records of San Mateo County,
Cdifornia, said point being distant North 550 13 217 West 355 feek, dong lagt said line, from the
most Eastetly corner of last sald 1ands.

Parcel ITI:

& non-exclusive easement appurtenant to Parcd I ebove, for the construction, maintenance, use
a operation of a rélroad track in, over and upon & strip of land 20 feet wide, the center line of
which strip is specifically described as follows:

Beginning at a point on the Northerly boundary fine of lands described as Parcel 2 In that certain
Deed to Arthur N. Blom quist and Elsie L1, Blomguist, his wife from Blomaquist Oif Service, Inc.,
dated February 1, 1961 and recorded February 17, 1961 in Book 3936 of Officid Records at Page
449 (Rled No. 32424-T), Records of San Mateo Courty, Cdifornia, satd point being distant North
55° 13 12" West 72,54 feet from the point of intersection of the courses Neorth 58° 13' 12" West
411.22 feet and North 88° 53' 28" West 936.33 feet, as recited in the last said Deed; thence from
sald point of beginning of a tangent curve to the left; thence along the arc of last sad curve,
having a radius of 383.06 feet, through a central angle of 13° 48" 18" an arc length of 92.30 fest;
thence North 26° 35° 599 East £7.39 feet to a paint at the beginning of a tangent curve to the
right; thence along the are of 1ast sald curve, having a radius of 383.06 Feet, through a central
angle cf 14° 45' 30", an are length of 98.67 feet; thence North 350 21" 29" East 89.23 feet to a
point & the beginning of a kangent aurve to the right; thence dong the arc of last sad curve,
having a radius of 440,50 feet, through a centra angle of 420 52° 30" an arc length of 338.58
Fest; thence 78° 13' 59" Fast 520.22 feet to a point & the beginning of a tangent curve to the
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left; thence along the arc of lagt said curve, having a radius of 8GO Feet, through a central angle
20 38' 55", an arc length of 36.98 Feet to & point on the Easterly line of said lands of Blomaquist
Ol Service and the Easterly term inus of the herein described center fine,

Parcel 1¥:

& non-exclusive easement appurtenant to Parce § ahove for the construction, mantenance, use
and operation of a ralroad tract, in, over and upon & strip o land 20 feet wide, and lying 10 fest
on sach side of the following described center line, and being a portion of that certain 14.517
atre parcel conveyed to the Bayshore Development Company, a California Corporation, by Deed
recorded December 30, 1955 in Book 2943 of Officlal Records at Page 483, Records of San Mateo
County, California, sdd strip being more particularly described as Follows:

Beginning at a point on the Easterly line of that certain 12.266 acre parcel described in the Deed
to Blomquist O¥f Service, recorded April 28, 1949 In Book 1654 of Official Records at Page 705,
Records of San Mateo County, Galifornia, distent thereon North 0° 03' 30" East 1917.47 feet from
the Southeasterly carner of sald Parcel; thence North 80° 36' 30" East 63.02 feet; thence along
the arc of & curve to the left, on a radius of 382,252 feet, through a central angle of 19° 00', &
distance of 126.76 fest; thence North 61° 31' 30" East 52,27 feet to a point on the Northwestedy
line of the 20 foot easement recorded in Book 3107 of Official Records at Page 256, Records of
San Mateo County, California.

Said Easements were created by deed dated July 14, 1966 and recorded July 15, 1966 under Fie
Mo 81769-2, {Book 5190 of Official Records at Page 374), Records of San Mateo County,
Cdifornia.

APN: 052-392-200-3
JPN: 052-039-392-20A
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EXHIBIT C

ASSIGNMENT AND BILL OF SALE

Reference is hereby made to that certain property located in the City of Redwood City,
County of San Mateo, California (the “Land™), as described in more detail on Exhibit A of that
certain Real Estate Option Agreement between Owner and Optionee (as such parties arc defined
below) dated as of , 2010 (the “Agreement™). Capitalized terms used butl not
defined in this Assignment and Bill of Sale (the “Assignment™) have the meaning given to such
terms in the Agreement.

For good and valuable consideration, receipt of which is hereby acknowledged, the
undersigned (“Owner™), does hereby, give, grant, bargain, scll, transfer, assign, convey and deliver
{o THE CITY OF REDWOOD CITY, a charter city and municipal corporation of the State of
California (“Optionee”), the following:

(a) Owner's interest in all rights, privileges and easements appurtenant to the
Land, including, without limitation, all minerals, oil, gas and other hydrocarbon substances as
well as all development rights, air rights, water, water rights (and water stock, if any) relating to
the Land and any easements, rights-of-way or other appurtenances used in connection with the
beneficial use and enjoyment of the Land (collectively, the “Appurtenances”);

() Owner's interest in all improvements and fixtures located on the Land,
including all buildings and structures presently focated on the Land, all apparatus, equipment and
appliances used in connection with the operation or occupancy of the Land, such as heating and
air conditioning systems and facilities used to provide any utility services, refrigeration,
ventilation, garbage disposal, recreation or other services on the Land (all of which are
collectively referred to as the “Improvements” and, together with the Land and the
Appurtenances, the “Real Property”); and

(c) Owner's interest in any tangible or intangible personal property owned by
Owner and used in the ownership, use and operation of the Land, the Appurienances and the
Improvements, including, without limitation, (1) the right to usc any trade name now used in
connection with the Real Property, (ii) all of Owner’s right, title and interest in and to all plans
and specifications relating to the Real Property, (iii) all existing warranties and guaranties
(express or implied) relating to the Real Property, (iv) Owner’s rights under the contracts and
agreciments, if any, described on Schedule __ hereto (the “Contracts™), and (v) the Property
Documents all other intangible rights or claims that run with or relate to the Real Property
(collectively, the “Personal Property™).

Optionce hereby assumes all of the obligations of Assignor under the Contracts described
on Schedule ___ attached hereto, to the extent such obligations relate to the period afier the
Closing under the Agreement (the “Transfer Date”), and agrees to be bound by such Contracts
from and afler the Transfer Date for the remainder of the terms thereof. Optionec’s aceeptance of
this Assignment shall not constitutc or be deemed to constitute an assumption by Optionee of any
duties, liabilities or obligations of Owner under any olher contracts or agreements.
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Owner hercby covenants that it will, at any time and from time to time upon wrilten request
therefor, execute and deliver to Optionee, ils nominces, successor and /or assigns, any new or
confirmatory instruments and do and perform any other acts which Optionee, its nominees,
successors and/or assigns, may request in order to fully transfer possession and control of, and
protect the rights of Optionee, its nominees, successors and/or assigns in, all the assets of Owner
intended to be transferred and assigned hereby.

IN WITNESS WHEREOQF, this Assignment is exccuted by Owner as of the date set forth
above.

OWNER:

OPTIONEE:
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SCHEDULE OF ASSUMED CONTRACTS
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EXHIBIT D
ASSIGNMENT AND ASSUMPTION OF LEASE

THIS ASSIGNMENT AND ASSUMPTION OF LEASE (this “Assignment”) is made
and entered into as of 20 (the “Agreement Date™) by and between
(“Assignor”), and

collectively, “Assignee™).

RECITALS:
A Assignor, as seller, and Assignee, as Optionee, entered into a Real Estate Option
Agrecment (the “Option Agreement”) dated as of 2010, with respect to the

sale and purchase of certain premises consisting of a single building located on certain real
property as more particularly described in Exhibit A attached hereto (the “Property”)

B. In connection with the sale and purchase of the Property, Assignor desires Lo
assign to Assignee, and Assignec desires to assume from Assignor, all of Assignor’s right, title
and interest in, to and under the lease (the “Lease™) attached hercto as Exhibit “B”.

AGREEMENT:

NOW, THEREFORE, in consideration of the mutual covenant and agreements contained
herein and other good and valuable consideration, the parties agree as follows:

1. Assignment. Assignor hereby assigns and transfers to Assignee all of Assignor’s
right, title, and interest in, to and under the Lease as landlord from and after the Transfer Date (as
hereinafier defined).

2. Assunmiption. Assignee hereby assumes all of the obligations of Assignor under
the Lease to be performed by landlord from and after the Transfer Date, and agrees to be bound
by all of the terms, covenants, conditions, and provisions of the Leasc from and after the Transfer
Date for the remainder of the terms of the lLease.

3. Transfer Date. The Transfer Date shall be the date on which the close of escrow
occurs under the Option Agreement.

4. Prorations. The parties shall prorate the rent, including additional rent, and other
sums due under the Lease as of the Transfer Date based on a 365-day year as provided in the
Option Agreement,

5. Governing Law. This Assignment and the rights and obligations of the parties
hereunder shall in all respects be governed by, and interpreted in accordance with, the laws of the
State of California. Assignor and Assignec agree that all suits or actions of any kind brought to
interpret or enforce the terms of, or otherwise arising out of or relating to this Assignment shall
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be filed and litigated solely in the state court in the county in which the Oplion Agicement is
governed is located or if such suit or action cannot be filed and or litigated in state court, then in
the federal court located closest to the Real Property as that term is defined in the Option
Agreement. Fach party hereby consents to the personal and subject matter jurisdiction of said
courts. Assignor and Assignee agree that San Mateo County shall for all purposes be considered
the place in which this Assignment was entered into, notwithstanding the order in which, or the
location or focations at which, it may have been executed or delivered.

6. Attorneys’ Fees. If'a legal action, suit, or proceeding is brought by Assignor or
Assignee to enforce or interpret any of the provisions of this Assignment, the prevailing party
shall be entitied to recover all costs and reasonable attorneys’ fees incurred in connection
therewith. “Prevailing party” within the meaning of this paragraph shall include, without
limitation, a party who brings an action against the other after the other party is in breach or
default, if such action is dismissed upon the other party’s payment of the sums allegedly due or
performance of the covenant allegedly breached, or if the party commencing such action or
proceeding obtains substantially the relief sought by it in such action whether or not such action
proceeds to a final judgment or delermination.

7. Interpretation. This Assignment shall be interpreted in accordance with the
common meaning of its terms and shall not be interpreted strictly for or against either party.

8. Counterparts. This Assignment may be executed in any number of counterparts,
each of which shall be deemed an original, and when taken together they shall constitute one and
the same Assignment. Signatures may be made by facsimile provided the original is promptly
mailed to the other party.

9. Successors & Assigns. This Assignment shall be binding upon, and inure to the
benefit of, the parties hercto and their respective successors, heirs, administrators and assigns,

IN WITNESS WHEREOF, the parties hercto have executed this Assignment as of the
day and year first above written.

“ASSIGNOR” “ASSIGNLEE”
By: By
Title: Title:
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EXHIBIT E
LIST OF CONTRACTS
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EXHIBIT F
ESTOPPEL CERTIFICATE

Date: _ .20

To (“Optionec™):

THIS IS TO CERTIFY THAT:

1 The undersigned is the tenant (*Tenant™) under that certain resume here dated
.20 (*Lease™) by and between ;! , as Landlord,
and ,a , as Tenant, covering those certain premises commonly
known as Chemical Way in the City of Redwood City, California (the

“Property”). A true and complete copy of the Lease is attached hereto.

2. Except as reflected on the documents atlached to this Estoppel Certificate, the
Lease has not been modified, changed, altered, assigned, supplemented or amended in any
respect. Neither Tenant nor to Tenant’s actual knowledge, Landlord is in default under the
Lease, and the Leasc is valid and in full force and effect on the date heteof The Leasc is the only
{case or agreement between Tenant and Landlord affecting or relating to the Property. The Lease
represents the entire agreement between Landlord and Tenant with respect to the Property.

3 Tenant is not entitled to, and has made no agreement(s) with Landlord or its
agents or employees concerning free rent, partial rent, rebate or rental payments, credit or offset
or deduction in remt, or any other type of rental concession, including, without limitation, lease
support payments or lease buy-outs, except to the extent set forth in the Lease.

4. Tenant has accepted and now occupies the Property, and is and has been open for
business since , 20 . The Lease Term began
,20 . The termination date of the present term of the Lease,
excluding unexercised renewals is .20

5. Tenant has paid Rent for the Property for the period up to and including
, 20 , provided that Landlord has accepted from Tenant a

promissory note evidencing certain unpaid rent accrued through the period ending
, 2010, The Base Rent [ CHECK LEASE TERMS ] (excluding
Tenant's Share of Taxes, Insurance and Operating Costs [MODIFY IF OFFICE LEASE], as such
terms arc defined in the Lease) payable to Landlord presently is $ per month. No
Rent has been paid more than one (1) month in advance of its due date. Tenant's security deposit
is$ (If none, state "none").

6. No event has occurred and no condition exists which, with the giving of notice or
the lapse of time or both, will constitute a default under the Lease. Tenant has no existing
defenses or offscts against the enforcement of this Lease by Landlord.
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7. All conditions under this Lease to be performed by Landlord have been satisfied.
All required contributions or allowanees, if any, owed by Landlord under the Lease to Tenant on
account of Tenant's tenant improvements have been received by Tenant.

8. No actions, whether voluntary or otherwise, are pending against Tenant or any
general partner of Tenant under the bankruptey laws of the United States or any state thereof.

9. Tenant has not sublet the Property to any sublessce and has not assigned any of its
rights under the Lease, except as indicated below (if none, state "none"). No one except Tenant
has its employees occupying the Property.

10 The address for notices 1o be sent to Tenant is as set forth in the Lease.

t1.  Tenant acknowledges that all the interest of Landlord in and to the Lease is being
or will be duly assigned to Optionce or its assignee (assuming Optionee’s escrow closes) and that
pursuant to the terms thereof all rental payments under the Lease shall continue to be paid to
Landlord in accordance with the terms of the Lease unless and until Tenant is notifted in writing
by Optionce, its assignee, or its successor or assigis.

12, The undersigned is authorized to cxecute this Tenant Estoppel Certificate on
behalf of Tenant.

Tenant acknowledges that Optionee and Landlord are relying on the above-referenced
representations concerning the Lease being accurate and complete as of the date hereof with the
understanding that Optionec will rely upon such representations in connection with ils planned
purchase of the Property.

Dated this day of , 20

TENANT:

By:

Name:

Tis:
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Schedule 12(d)

Hazardous Materials Disclosure

Owner discloses to Optionee that the Real Property is the subject of on-going groundwater
monitoring under the oversight of the Regional Water Quality Control Board, San Francisco
Region. As provided in Paragraph 10(b) of this Agreement, within three (3) days after the
Execution Date Owner shall provide Optionee with copies of the documentation, if any, in its
possession describing the scope of contamination at the Real Property (including the types and
quantities of Hazardous Materials).
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REAL ESTATE OPTION AGREEMENT

80 CHEMICAL WAY

THIS REAL ESTATE OPTION AGREEMENT (this “Agreement™) is dated for
reference purposes as of October 1, 2010 (the “Agreement Date”) and is made and entered into
by and between THE CITY OF REDWOOD CITY, a charter city and a municipal corporation
of the State of California (“Optionee™), and SCHRADER LEASK DEVELOPMENT, INC., a
California corporation (“Owner”).

RECITALS

A, Owner is the owner of certain improved real property along with certain related
tangible and intangible personal property.

B. Optionee desires to acquire the exclusive option to purchase such property from
Owner on the terms and conditions set forth herein.

NOW, THEREFORE, for and in consideration of the mutual covenants and agreements
contained in this Agreement, and other good and valuable consideration, the receipt and

adequacy of which are hereby acknowledged, Optionee and Owner hereby agree as follows:

AGREEMENT

1. Grant of Option to Purchase; Consideration.

{a) Grant of Option. Subject to the terms and conditions of this Agreement,
Owner hereby grants to Optionee the exclusive right and option (the “Option™) to purchase the
following:

(i) The real property commonly known as 80 Chemical Way,
consisting of approximately 0.73 acres of land, having Assessor Parcel Numbers 052-392-190,
located in the City of Redwood City (the “City™), County of San Mateo (the “County™),
California, as more particularly described in Exhibit A attached hereto (the “Land”);

(i)  Owner's interest in all rights, privileges and easements appurtenant
to the Land, including, without limitation, all minerals, oil, gas and other hydrocarbon substances
as well as all development rights, air rights, water, water rights (and water stock, if any) relating
to the Land and any easements, rights-of-way or other appurtenances used in connection with the
beneficial use and enjoyment of the Land (collectively, the “Appurtenances™);

(iii)  Owner's interest in all improvements and fixtures located on the
Land, including all buildings and structures presently located on the Land, all apparatus,
equipment and appliances used in connection with the operation or occupancy of the Land, such
as heating and air conditioning systems and facilities used to provide any utility services,
refrigeration, ventilation, garbage disposal, recreation or other services on the Land (all of which
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are collectively referred to as the “Improvements” and, together with the Land and the
Appurtenances, the “Real Property™): and

(1iv)  Owner's interest in any tangible or intangible personal property
owned by Owner and used in the ownership, use and operation of the Land, the Appurtenances
and Improvements, including, without limitation, (i) the right to use any trade name now used in
connection with the Real Property, (ii) ali of Owner’s right, title and interest in and to all plans
and specifications relating to the Real Property, (iii) all existing warranties and guaranties
(express or implied) relating to the Real Property, (iv) Owner’s rights under any agreements
relating to maintenance and service of the Real Property and other rights relating to the
ownership, use and operation of the Real Property (the “Contraets™), (v) the Property
Documents (as defined in Paragraph 10(b}), and (vi) all other intangible rights or claims that
run with or relate to the Real Property (collectively, the “Personal Property” and, together with
the Real Property, the “Property™). Notwithstanding the foregoing, Optionee shall not be
deemed to have assumed any obligations of Owner under any Contract or other agreement unless
Optionee expressly assumes such obligations in writing.

(b) Non-Refundable Option Payment. As good and adequate consideration
for the grant of the Option, within one (1) business day following the Opening of Escrow (as
defined in Paragraph 4(a)), Optionee shall deposit into Escrow (as defined in Paragraph 4(a)
hereof) with First American Title Company (the “Escrow Holder™) at its office at 901 Mariners
Island Boulevard, Suite 380, San Mateo, California, 94404 (attention: Karen Matsunaga,
telephone (650) 638-9106), a cash sum equal to Two Thousand Dollars ($2,000) (the “Option
Payment™). Owner acknowledges that the Option Payment constitutes good, adequate and
reasonable consideration for the grant of the Option, taking into account, among other things, the
Purchase Price (as defined in Paragraph 3(a)) for the Property, the appraised value of the
Property, and the length of the Option Term (as defined in Paragraph 2(a)). In addition, Owner
acknowledges that Optionee will incur additional costs and expenses in evaluating the Property
during the Feasibility Period (as defined in Paragraph 10(a)) and that Optionee’s expenditure of
such funds constitutes additional and adequate consideration for the grant of the Option.
Following the Opening of Escrow the Option Payment shall not be refundable under any
circumnstances and shall immediately be released to Owner from Escrow. The Option Payment
shall be credited to the Purchase Price.

{c) Refundable Initial Deposit. In addition to the Option Payment, concurrent
with the deposit of the Option Payment into Escrow, Optionee shall deposit into Escrow (as
defined in Paragraph 4(a) hereof) with Escrow Holder a cash sum equal to Forty-Eight
Thousand Dollars ($48,000) (the “Initial Deposit™). While in Escrow, the Initial Deposit shall
be held in an interest-bearing account by the Escrow Holder for the benefit of Optionee. The
Initial Deposit and any interest earned thereon while in the Escrow shall be applicable to the
Purchase Price (as defined below). 1If Optionee provides the Notice to Proceed (as defined in
Paragraph 10(a) hereof) prior to the expiration of the Feasibility Period, the Initial Deposit shall
become non-refundable (except if Owner defaults on its obligations herein or as otherwise
expressly provided for herein) and shall remain in Escrow pending the Closing (as defined in
Paragranh 4(c) hereof) or earlier termination of this Agreement; provided. however, that if
Optionee exercises the first Extension Option (as defined in Paragraph 2(b). then the Initial

Deposit shall be released from Escrow and paid to Owner concurrently with Optionee’s exercise
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of such Extension Option. If Optionee does not provide the Notice to Proceed prior to the
expiration of the Feasibility Period, Owner and Optionee hereby authorize Escrow Holder to
immediately release the Initial Deposit (and all of the interest earned thereon) to Optionee at the
expiration of the Feasibility Period without any additional documentation required from the
parties. Owner releases Escrow Holder from all liability in connection with the release of the
Initial Deposit to Optionee in accordance with the preceding sentence, and following such
release of the Initial Deposit, neither party shall have any further rights or obligations hereunder
(other than those arising from a party’s breach of this Agreement or otherwise as expressly
provided herein). The Initial Deposit shall be credited to the Purchase Price.

{d) Additional Deposits. If this Agreement is not terminated during or at the
end of the Feasibility Period, and if Optionee exercises any of its Extension Options as provided
in Paragraph 2(b), then concurrently with the exercise of any such Extension Option, Optionee
shall deposit into Escrow additional payments (each, an “Additional Deposit™) in accordance
with the terms and conditions of Paragraph 2(b). The Additional Deposits shall constitute good
and adequate consideration for the extension of the Option and once released to Owner shall not
be refundable to Optionee (even if Optionee never exercises the Option) except in the event of a
breach or default by Owner or the failure of a condition to Closing pursuant to Paragraph 10.

(e) Deposits Defined. As used in this Agreement, the term “Depeosits’” means
the Initial Deposit and each Additional Deposit, if any, that Optionee deposits in Escrow as
provided in Paragraph 2(b) below. Each Deposit shall be either an “Applicable Deposit” or a
“Non-Applicable Deposit.” The Initial Deposit and each Applicable Deposit, if any, made by
Optionee that is designated as an Applicable Deposit in the Table referred to in Paragraph 2(b)
shall be deemed “Applicable Deposits™ and shall be credited to the Purchase Price at the
Closing. Each Additional Deposit, if any, that is made by Optionee and that is designated as a
Non-Applicable Deposit in the Table referred to in Paragraph 2(b) shall be deemed a “Non-
Applicable Deposit” and shall not be credited to the Purchase Price.

2. Option Term: Exercise of Option.

(a) Option Term. The term of the Option shall commence upon the date that
this Agreement has been executed and delivered by both Owner and Optionee, as evidenced by
the last date set forth below the signatures of Owner and Optionee hereto (the “Execution
Date”), and shall expire on December 27, 2010 (the “Initial Option Term™), unless earlier
exercised or extended pursuant to Paragraph 2(b) below. As used in this Agreement, the term
“Option Term” means the Initial Option Term plus each Extension Period with respect to
which Optionee has exercised an Extension Option pursuant to Paragraph 2(b).

(b) Extension of Option Term. Notwithstanding Paragraph 2(a) or any other
provision of this Agreement to the contrary, but subject to Paragraph 4(d) below, Optionee
shall have the right to extend the Initial Option Term up to twelve (12) times (each, an
“Extension Option”) for twelve (12) consecutive periods of approximately one-month each
(each, an Extension Period™), as set forth in the table below (the “Table™). In order to exercise
the first Extension Option (i.e., for the period from December 27, 2010, through January 31,
2011), on or before close of business on December 27, 2010, Optionee shall (i) notify Escrow
Holder and Owner that Optionee elects to exercise the first Extension Option, (ii) instruct
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Escrow Holder to release to Owner the Initial Deposit, and (iii) deposit into Escrow for
immediate release to Owner the Additional Deposits in the amount set forth in the Table that
corresponds to the first Extension Period. In order to exercise the second (and each subsequent)
Extension Option, Optionee shall (x) notify Escrow Holder and Owner on or before the
commencement of the applicable Extension Period that Optionee elects to exercise the Extension
Option corresponding to such Extension Period and (y) deposit into Escrow for immediate
release 1o Owner the Applicable Deposit or the Non-Applicable Deposit, as the case may be, that
corresponds to each such Extension Period, in accordance with the Table below:

Extension Period Applicable Deposit Non-Applicable Total Deposits
Deposit

12/27/2010 through $56,000 (comprised $28.,000 $84,000
1/31/2011 of the Initial Deposit

of $48,000, plus an

Additional Deposit of

$8,000)
2/1/2011 through $0.00 $21,000 $21,000
2/28/2011
3/1/2011 through $0.00 $21,000 $21,000
3/31/2011
4/1/2011 through $0.00 $21,000 $21,000
4/30/2011
5/1/2011 through $0.00 $21,000 $21,000
5/31/2011
6/1/2011 through $21,000 $0.00 $21,000
6/30/2011
7/1/2011 through $21,000 $0.00 $21.000
7/31/2011
8/1/2011 through $21,000 $0.00 $21,000
8/31/2011
9/1/2011 through $21,000 $0.00 $21,000
9/36/2011
10/1/2011 through $21,600 $0.00 $21,000
10/31/2011
11/1/2011 through $21.000 $0.00 $21,000

Option Agreement 80 Chemical
1001 2016w 7




11/30/2011

12/1/2011 through $21,000 $0.00 $21,000
12/28/2011

(c) Exercise of Option. The Option shall be exercisable by Optionee in its sole
and absolute discretion at any time during the Option Term, and shall be exercised, if at all, by
delivery to Owner and the Escrow Holder within the Option Term of written notice (the
“Exercise Notice™) of Optionee’s exercise of the Option. If Optionee exercises the Option, then
(i) Optionee shall not be required to make any Additional Deposits, (ii) Optionee shall be
obligated to purchase the Property, subject to the terms and conditions of this Agreement, and
(iif) the parties shall proceed to the Closing as provided in Paragraph 4(¢) and the other
applicable provisions of this Agreement. If Optionee exercises an Extension Option, then the
Option Term shall be extended for the Extension Period corresponding to such Extension Option.
If the Option is not exercised as provided herein on or before the expiration of the Option Term,
or if the Option Term is not extended as provided in Paragraph 2(b), then subject to Paragraph
21 below, the Option shall lapse and be of no further force or effect.

(d) Limitations on Extension Options. Owner acknowledges that Optionee is
considering the purchase of the Property, together with certain adjacent properties that Optionee
also desires to acquire the option to purchase (collectively, the “Site™), in order to redevelop the
Site for public purposes (the “Project”). In order to proceed with the Project, Optionee may be
required to undertake certain environmental and other studies and to obtain certain approvals or
clearances that are necessary or appropriate for the redevelopment of the Site, including without
fimitation the subdivision, re-subdivison or merger of the various parcels comprising the Site,
zoning and/or general plan changes, and compliance with the California Environmental Quality
Act and applicable regulations and requirements relating to the Project (collectively, the
“Project Approvals™). Optionee shall work in good faith to obtain the Project Approvals,
provided that Optionee makes no assurances that it will be sucecessful in obtaining the Project
Approvals or the time required to obtain the Project Approvals. However, if Optionee obtains
the Project Approvals, then notwithstanding that Optionee may have one or more unexercised
Extension Options at the time it obtains the Project Approvals, the Option Term shall be deemed
to have expired on the date that is thirty (30} days after the Project Approvals have been finally
approved. As used in this Paragraph 2(d), the Project Approvals shall be deemed to have been
“finally approved” only afler all applicable governmental authorities and public agencies having
jurisdiction thereof (collectively, the "Governmental Authorities") have granted, certified, or
otherwise issued the Project Approvals and all applicable appeal periods for such Project
Approvals shall have expired without an appeal or challenge having been taken or made or, if
any such appeal or challenge is taken or made, then upon resolution of that appeal or challenge
without any change or revision thereto as originally approved by the Governmental Authorities,
or with only changes or revisions being made thereto which are approved by Optionee in its
reasonable discretion.

3, Purchase Price: Loan Prepayment Fee.
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(a) Purchase Price. The purchase price for the Property shall be Two Million
Eight Hundred Thousand Dollars (52,800.000) (the “Purchase Price”). If Optionee exercises
the Option, the Purchase Price shall be paid by Optionee to Owner at the Closing as follows: (a)
Optionee shall receive a credit to the Puichase Price equal to the sum of the Option Payment, the
Initial Deposit, and all Applicable Deposits made by Optionee, plus all interest accrued on the
Deposits while in Escrow, and (b) Optionee shall deposit into the Escrow at or prior to the
Closing for delivery to Owner a sum (the “Closing Payment™) equal to the balance of the
Purchase Price.

() Relocation Compensation. Owner has informed Optionee that the
Property currently is leased to General Hardware and Builders Supply, Inc. (the “Tenant”)
pursuant to a Standard Industrial/Commercial Single-Tenant Lease dated February 1, 2001 (the
“Existing Lease”). If the Closing occurs, then effective as of the Closing (i) Owner shall cause
the Existing Lease to be terminated, and (ii) Optionee shall lease-back the Property to the Tenant
pursuant to a lease agreement executed and delivered by Optionee and the Tenant at the Closing,
in the form of Exhibit F attached hereto (the “New Lease”). Among other things, the New
Lease shall grant Optionee the right to terminate the New Lease following notice to the Tenant,
as specifically set forth in the New Lease. In addition to the Purchase Price, if the Closing
occurs, then provided the Tenant executes and delivers to Optionee the New Lease and the
Hazardous Materials Disclosure Certificate contemplated by the New Lease, Optionee shall
deposit in Escrow (for release to the Tenant upon the Closing) the sum of Five Hundred
Thousand Dollars ($500,000) (the “Relocation Compensation”) as full and complete
compensation to Tenant to cover Tenant’s costs to relocate its business to another location and
for disruption to its business.

4, Escrow.

(a) Opening of Escrow. Promptly after the full execution and delivery of this
Agreement, the parties will open an escrow (the “Escrow”) with Escrow Holder and shall
deposit with Escrow Holder a copy of this fully executed Agreement, or executed counterparts
hereof. The “Opening of Escrow” shall be deemed to have occurred on the date following the
execution and delivery of this Agreement by Optionee and Owner that Escrow Holder executes
the “Acceptance of Escrow Holder” immediately following the signature pages of this
Agreement (the “Acceptance”) and returns to Optionee and Owner such Acceptance.

(b) Instructions and Fees. This Agreement constitutes joint instructions to the
Escrow Holder to consummate the purchase in accordance with the terms and provisions hereof;
provided, however, that the parties shall execute such additional escrow instructions, not
inconsistent with the provisions hereof, as may be deemed reasonably necessary to carry out the
intentions of the parties as expressed herein. If the Closing occurs, Optionee shall pay the cost of
the title insurance premium for the Title Policy (as defined in Paragraph 5(c)) and City and
County documentary transfer taxes, if any.  1f the Closing occurs, Owner shall pay the costs of
removing any exceptions 1o title (other than Permitted Exceptions), as defined in Paragraph
5(a), and Personal Property Encumbrances, as defined in Paragraph 5(d). Escrow Fees,
recording fees, and any other closing costs shall be borne by the parties in accordance with the
custom of the County.
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(c) Closing. The “Closing” shall occur on a date selected by Optionee (either
following or concurrently with the exercise of the Option), provided that Owner has received at
least fifteen (135) days prior written notice of such date (the “Closing Date™), and provided
further that the Closing Date shall occur not earlier than thirty (30) days after the Opening of
Escrow and no later than thirty (30) days after Optionee’s exercise of the Option pursuant to
Paragraph 2(c) (the “Outside Date”). If Optionee exercises the Option but fails to provide
Owner with at least fifteen (15) days prior written notice of the Closing Date, then unless
otherwise agreed in writing by Optionee and Owner the Closing Date shall be the Outside Date.
The Closing shall occur only after (i) Optionee has exercised the Option, (11) all parties to
Escrow have fully performed their respective duties, (iii) Escrow Holder is irrevocably
committed to issue to Optionee the Title Policy, and (iv) nothing remains to be done in order to
transfer to Optionee fee title to the Real Property other than Escrow Holder’s recordation of
Owner’s grant deed (the “Grant Deed”) with the County recorder; provided that the Closing
shall be deemed to have occurred only upon recordation of the Grant Deed with the County
recorder.

5. litle.

(a) Title Review. Within ten (10) days after the Opening of Escrow, Optionee
shall obtain a current preliminary title report for the Real Property issued by Escrow Holder,
together with legible and complete copies of all underlying documents referenced as exceptions
in the Title Report and a plot plan for the Real Property showing the locations of all recorded
easements (collectively, the “Title Report™). Optionee shall have the right to obtain an ALTA
survey or other survey (the “Survey”) of the Real Property at Optionee’s sole cost and, if it
obtains the Survey, Optionee shall provide Owner with a copy of it. Within fifteen (15) business
days following Optionee’s receipt of both the Title Report and the Survey (collectively, the
“Title Documents™) but not later than November 10, 2010, Optionee shall either approve in
writing the exceptions contained in the Title Documents or specify in writing any exceptions or
other matters shown on the Survey to which Optionee objects. All title exceptions and Survey
matters not objected to, as well as the New Lease and the lien for current taxes not yet
delinquent, shall be referred to as “Permitted Exceptions,” except for the following
(collectively, “Owner Removal Items”): liens of deeds of trust or other monetary obligations,
judgment liens, and leases or other occupancy agreements (other than the New Lease), none of
which shall constitute “Permitted Exceptions.” Owner shall have ten (10) days after receipt of
such notice to advise Optionee by written notice of any disapproved exceptions or matters which
will not be removed from title by Owner prior to the Closing (other than Owner Removal Hems,
which Owner shall be required to remove prior to the Closing). If Optionee provides the Notice
to Proceed to Owner during the Feasibility Period, the exceptions contained in the Owner’s
notice {other than Owner Removal Items) shall be deemed additional Permitted Exceptions.

(b) New Exceptions. If any new exceptions or matters are first included in
any supplement or update to the Title Report issued after the expiration of the Feasibility Period
(collectively, “New Exceptions™), Optionee shall notify Owner in writing on or before 5:00 p.m.
Pacific Time within three (3) business days after receipt of such supplement if Optionee
disapproves some or all of the New Exceptions (the “New Exceptions Objection Notice™). If
Optionee timely delivers to Owner a New Exceptions Objection Notice, Owner shall thereafter

have five (5) business days to determine whether Owner is willing to remove the New
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Exceptions (the “Decision Period™) and deliver notice to Optionee. If at the end of the Decision
Period Owner is unwilling to remove the New Exceptions, and if Optionee is unwilling to waive
its objections, then either party may terminate this Agreement upon notice to the other. If
Optionee waives its objections and elects to proceed to Closing, the New Exceptions shall be
deemed to be Permitted Exceptions and Optionee shall not be entitled to any reduction in the
Purchase Price. In the event that Owner fails to deliver Owner’s response notice to Optionee as
set forth in this Paragraph 5(b), Owner shall be deemed to have elected not to remove the New
Exceptions. If prior to the end of the Decision Period Owner advises Optionee that Owner is
willing to remove the New Exceptions, then Owner thereafter shall cause the New Exceptions to
be removed by the Closing Date. Notwithstanding the foregoing, Owner shall be required to
remove at its sole cost any New Exceptions that constitute Owner Removal Items, irrespective of
whether Optionee expressly has objected to such exceptions or items.

() Title Delivered at Closing. By executing the Grant Deed, Owner shall
convey to Optionee (or to such other person or entity as Optionee may designate) marketable fee
title to the Real Property subject only to the Permitted Exceptions. Immediately following
recordation of the Grant Deed, Escrow Holder shall issue to Optionee an ALTA extended
coverage owner’s policy of title insurance (2006 form), with coverage in the amount of the
purchase price for the Real Property, showing fee simple title to the Real Property vested in
Optionee, subject only to the Permitted Exceptions (the “Title Policy”).

(d) Personal Property Encumbizances. To the extent that any of the Personal
Property is encumbered by Uniform Commercial Code financing statements or other liens or
encumbrances (“Personal Property Encumbrances™), Owner shall cause such Personal
Property Encumbrances to be released or otherwise removed prior to the Closing.

6. Liquidated Damages. OPTIONEE AND OWNER AGREE THAT IF
OPTIONEE EXERCISES THE OPTION PURSUANT TO PARAGRAPH 2(¢) AND
THEREAFTER DEFAULTS ON ITS OBLIGATION TO PURCHASE THE PROPERTY
PURSUANT HERETO, THE DAMAGES TO OWNER WOULD BE DIFFICULT AND
IMPRACTICAL TO DETERMINE. ACCORDINGLY, IN THE EVENT OF SUCH DEFAULT
BY OPTIONEE, OPTIONEE AND OWNER HAVE AGREED TO FIX AS LIQUIDATED
DAMAGES THE DEPOSITS, BUT ONLY TO THE EXTENT THE DEPOSITS HAVE
THERETOFORE BEEN DEPOSITED WITH ESCROW HOLDER OR PAID DIRECTLY TO
OWNER, AND SUCH DEPOSITS SHALL BE RETAINED BY OWNER AS LIQUIDATED
DAMAGES, AND SHALL CONSTITUTE OWNER'S SOLE AND EXCLUSIVE REMEDY
FOR SUCH DEFAULT. OWNER’S RETENTION OF SUCH DEPOSITS AS LIQUIDATED
DAMAGES IS NOT INTENDED AS A FORFEITURE OR PENALTY UNDER CALIFORNIA
CIVIL CODE SECTIONS 3275 OR 3369, BUT INSTEAD IS INTENDED TO CONSTITUTE
LIQUIDATED DAMAGES TO OWNER PURSUANT TO SECTIONS 1671, 1676 AND 1677
OF THE CALIFORNIA CIVIL CODE. OWNER HEREBY WAIVES THE PROVISIONS OF
CALIFORNIA CIVIL CODE SECTIONS 1680 AND 3389. OWNER AGREES THAT THESE
LIQUIDATED DAMAGES SHALL BE IN LIEU OF ANY OTHER MONETARY RELIEF OR
OTHER REMEDY, INCLUDING WITHOUT LIMITATION SPECIFIC PERFORMANCE, TO
WHICH OWNER OTHERWISE MIGHT BE ENTITLED UNDER THIS AGREEMENT, AT
LAW OR INEQUITY. OPTIONEE AND OWNER SPECIFICALLY ACKNOWLEDGE
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THEIR AGREEMENT 10 POREGOING LIQUIDATED DAMAGES PROVISION BY
INITIALING THIS PARAGIAPH IN THE APPROPRIATE SPACES PROVIDED BELOW.

Optionee's Initials f,/_\, Owner's Initials % : /m
‘The above Liquidated Dam i provisions shall not ki ptiones’s linbility to the axtent set

fosth jp this Agreoment for any dnmage to persons or property to the extent caused by Optionee
or any Optionee’s Authorized[Patties (23 defined in Paragraph 9(s)), which lability shall be in
addition to the liquidated danihges referenced above.

7. Prorations, If the Closing oceurs, sll income, if any, and expenses of the Real
Property shall be apportioncdjas of 12:01 a.m., on the day of Closing as if Optionee were vested
with title to the Real Propertyiduring the entice day upon which Closing ocours. Notwithstanding
the generality of the precedinjj suatence, specific itenas of income and expense shall bo prorated
as follows:

(n)  TaxesgedAdsessments. Owner shall pay sny delinguent real property
taxes and assessmients relating to the Real Propenty. Noun-delinquent real estato taxes and
assessmants imposed by any jovernmantal authority sheil be prorated as of the Closing Date
tased upon the tax bill(s) resdived for and applicable to the period(s) in which the Closing Date
ogcurs; ot, to the extent such {ax bili(s) and applicable amouni(s) are not availebie by the Closing
Date, based on the most recettt asoerteinable asuessed values and tax rates. Owner shall receive a
credit for any prepaid taxes afd assessments puid by Owner attributable to the perfod prior to the
Cloging 10 the end of the appleable taxing period.

()  Ulility, Prepuld water, sewet, and other ufility charpes shall be
crodited 1o QOwier, and unpaitl water, scwer, snd other utility sharges accruing prior to the
Cloging shsll be ¢redited 1o Ciptionee. Optionee shall credit to the account of Owner all
rofirudable cash or othee depdsits posted by Owner with wtility comparies serving tho Real
Property or, at Optionee’s option, Owner shall be entitted to reccive and retain such refundable
cash and deposits.

(€} ‘ontraies. Any amounts owing under the Contracts that are assigned to
and assumed by Optionee puysuant to Paragraph.15(a) shall be prorated as of the Closing Date.

()  Additipoal Deposits. Any Non-Applicable Doposits made by Opilonee
pursuast 10 Paragraph 2o thall not be prorated. By way of example, if pursuant W Pagagraph
3(b) Optionee makes & Non-Applicable Deposit of Twenty-Otie Thousand Dollars ($21,000) ot
February 1, 2011 (for the Exlension Period ending on February 28, 2011), and if the Closing
accuts on February 1§, 2011 then there shall be o proration of such Mon-Applicable Deposit
notwithstanding that the Cloding vcenrs prior 10 the expiration of the applicable Extension
Period The Appticable Deppeits (together with the Initiel Deposit and the Option Payment)
shall be fully credited o the Pusahasa Price irraspective of when the Clasing veccuts.

()  Qtherjdmounts. Any othet operating expense or other items portmning to
the Real ¥Yroperty which are bustomarily prorated botween buyers and sellers of redl propesty in
the Cownty shall be proratedibetween Ownex and Optionee in accordance with local custorn.
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() Post-Closing Adjustments. Except as otherwise provided in this
Agreement, any revenue or expense amount that cannot be ascertained with certainty as of the
Closing Date shall be prorated on the basis of the parties’ reasonable estimates of such amount,
and shall be the subject of a final proration after the Closing. OQwner and Optionee agree that, to
the extent items are prorated or adjusted at Closing on the basis of estimates, or are not prorated
or adjusted at Closing pending actual receipt of funds or compilation of information upon which
such prorations or adjustments are to be based, each of them will, upon a proper accounting, pay
to the other such amounts as may be necessary such that Owner will receive the benefit of all
income and will pay all expenses of the Property prior to the Closing Date and Optionee will
receive all income and will pay all expenses of the Property after the Closing Date. Owner and
Optionee agree that as soon as reasonably possible, but in no event later than April 15, 2012, the
parties shall undertake a final master reconciliation of taxes and other operating expenses with
respect to the Property. Such reconciliation shall be final.

{(g) Existing Lease. Owner and the Tenant shall prorate all operating
expenses, taxes, and other expenses and costs owing under the Existing Lease outside of Escrow.
Optionee shall have no liability for any such expenses or costs relating to any period prior to the
Closing.

8. Possession. Pursuant to the New Lease, Tenant shall retain possession of the
Property as of the Closing Date. At the Closing, Owner shall deliver exclusive possession of the
Property to Optionee subject only to the rights of the Tenant under the New Lease.

9. Authorization to Enter: Cooperation.

{a) Authorization to Enter. From and after the Execution Date, Optionee and
its agents, employees, contractors, consultants, and other designees (collectively, “Optionee’s
Authorized Parties”) may, upon three (3) business days’ prior written notice, enter upon the
Real Property to conduct any activity and perform any investigation, test, study or analysis for
the purpose of determining the feasibility of the Real Property for Optionee’s planned
development of the Real Property, including, but not limited to, soils studies, Phase I and/or
Phase 11 Hazardous Materials (as defined in Paragraph 12(d)) studies, engineering and soil
studies, tree surveys, archeological studies, biological studies, utilities studies, hydrology studies
and any other matters necessary to evaluate the suitability of the Real Property for Optionee’s
contemplated purposes. Notwithstanding the above (i) no invasive testing shall be done without
Owner’s written consent which shall not be unreasonably withheld (it being agreed that Owner
shall respond to Optionee’s writien request for consent within three (3) business days after
receipt of such request), and (i) Optionee shall provide Owner with copies of all results and
reports received as a result of any investigation, test, study, or analysis regarding the physical
condition of the Property done by any third party consultants on behalf of Optionee. Optionee
shall pay all costs with respect to such studies and tests. Optionee’s Authorized Parties may
bring such equipment on the Real Property as is necessary or appropriate to make such studies.
Optionee shall maintain, repair and restore the Real Property as necessary to remedy any damage
to the Real Property to the extent caused by the feasibility activities of Optionee’s Authorized
Parties on the Real Property, shall take reasonable precautions to minimize interference with the
activities of Owner on the Real Property, and shall indemnify and hold harmless Owner and
Owner’s Parties (as hereinafter defined in Paragraph 13(d)) from and against all suits, causes of
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action, claims, liabilities, damages, losses, fees, fines, costs and expenses including attorneys’
and experts’ fees (collectively, “Claims™), for any injury, loss, or damage to persons or property
occurring in connection with the inspections and studies conducted by Optionee’s Authorized
Parties, except that Optionee shall have no liability for and no obligation to remedy any
conditions or defects on or under the Real Property (i) not caused by a Optionee Authorized
Party including those that are discovered by a Optionee Authorized Party during its
investigations and inspections, or (ii) resulting from the acts or omissions of Owner, or any past
and/or present occupant of the Real Property or their respective agents, engineers, contractors,
consultants and representatives. Optionee’s obligations to indemnify and hold Owner and
Owner’s Parties harmless pursuant to this Paragraph (9a) shall survive the termination of this
Agreement and the Closing.

(b) Cooperation. Owner shall provide Optionee and its consultants with the
opportunity to consult with Owner’s environmental consultants and to review any work product
prepared by or in the possession of such consultants provided Owner is not legally or
contractually precluded from doing so. Owner shall cooperate (at no out-of-pocket cost to
Owner) in all reasonable respects in connection with Optionee’s evaluation of the environmental
condition of the Property and any required clean-up or remediation of Hazardous Materials on, at
or under the Property, including executing any authorizations or other documents required for
Optionee to obtain access to documents or other information relating to the condition of the
Property.

10.  Conditions of Optionee’s Performance. Optionee’s obligation to close escrow
under this Agreement is subject to Optionee’s written approval of the following conditions at or
before the earlier of the Closing or such earlier time expressly provided below in this
Paragraph 10, but Optionee shall have the right to waive any such condition in writing within
the time period specified in such condition. If any of the following conditions is not satisfied or
waived in writing by Optionee, then Optionee shall be entitled to terminate this Agreement, in
which event all Deposits shall be returned immediately to Optionee with interest earned thereon,
without any further obligation on the part of either Optionee or Owner, subject to any remedies
Optionee may have to the extent that a failure of condition also constitutes a default by Owner
under this Agreement.

(a)  Feasibility Study. Optionee may, in Optionee’s sole discretion, approve or
disapprove the condition of the Real Property and the feasibility of using the Real Property for
Optionee’s intended purposes (the “Feasibility Study™) at any time during the period (the
“Feasibility Period”) commencing on the Opening of Escrow and ending at 5:00 p.m. on the
date that is ninety (90) days after the Opening of Escrow. During the Feasibility Period,
Optionee shall have the right to deliver to Owner written notice (the “Notice to Proceed™) of
Optionee’s approval of the Feasibility Study and election to proceed with the purchase of the
Property. Optionee shall be deemed to have disapproved the Feasibility Study if Optionee does
not deliver the Notice to Proceed to Owner during the Feasibility Period. If Optionee
disapproves of or is deemed to have disapproved of the Feasibility Study, then the Deposits
previously made by Optionee shall be immediately returned to Optionee.

() Documents. To the extent Owner has not previously done so, within
three (3) days after the Execution Date, Owner shall provide Optionee with copies of all
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Contracts, soil and hydrology reports, environmental or toxic material reports, engineering
reports, biological studies, archeology reports, improvement plans and specifications,
engineering studies, traffic studies, earthquake studies, site history investigation documents,
surveys, civil, architectural, landscape and grading plans, working drawings, leases (including all
amendments, assignments and other modifications thereof), copies of title insurance policies for
the Property, a copy of all income and expense statements for the Property for the prior three (3)
years, a list of the Personal Property, copies of all warranties and guaranties pertaining to the
Property, unrecorded subordination agreements, unrecorded non-disturbance agreements,
subleases, estoppel certificates, licenses, agreements affecting the Real Property, and other
information relating to the Real Property, whether in final form or in process, to the extent such
documents are in Owner’s possession (collectively, the “Property Documents™).
Notwithstanding the above, Property Documents shall not include any internal reports or
documentation generated for the sole use of the members, shareholders, partners, trustees and
other constituents of Owner (other than income and expense reports), letters of interest, purchase
agreements, expired leases, appraisals, or entity governing documents. Following the delivery of
all Property Documents to Optionee, Owner shall provide Optionee with written notification that
all Property Documents have been delivered by Owner. Optionee shall have the opportunity to
review and approve all Property Documents during the Feasibility Period. If any new Property
Documents are first obtained by Owner after the Execution Date, Owner immediately shall
deliver such new Property Documents to Optionee. Optionee shall have the right to use all
Property Documents, and the Purchase Price includes payment for all Property Documents.
Optionee shall not disclose any information contained in the Property Documents, provided that
Optionee shall have the right to disclose such information to the following parties and in the
following circumstances: (1) Optionee is required to disclose information in the Property
Documents in response to a subpoena or other regulatory, administrative or court order, (i1)
independent legal counsel to Optionee delivers a written opinion to Owner that Optionee is
required to disclose such information, (iii) to actual or potential assignees of this Agreement, (iv)
in response to a request for discovery in any legal or administrative proceeding; (v) in connection
with any litigation or other dispute by or among the parties to this Agreement; (vi) to the extent
any information contained in the Property Documents is or becomes part of the public domain
through no fault of Optionee; (vii) in connection with obtaining, administering, and enforcing
rights with respect to insurance (including without limitation underwriting insurance, adjusting
claims or otherwise procuring, adjusting, challenging, administering, disputing or litigating any
issues concerning insurance); (viii) to Optionee’s attorneys, accountants, and consultants, and
contractors who are involved in due diligence activities or the consummation of the transactions
contemplated by this Agreement; or (ix) to the extent required by applicable law. 1f Optionee
fails to exercise the Option as and when required, or if Optionee exercises the Option but fails to
close escrow as and when required by this Agreement, at Owner’s written request Optionee shall
immediately return all Property Documents and copies thereof to Owner.

(c) Owner’s Representations and Warranties. Owner’s representations and
warranties as set forth in Paragraph 12 below shall be true and correct as of, and shall be
deemed remade by Owner, as of the Agreement Date, as of the expiration of the Feasibility
Period, and as the Closing Date.
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(d) Owner’s Performance. Owner shall have performed, observed and
complied with all material covenants, agreements and conditions required by this Agreement to
be performed, observed and complied with on Owner’s part at or prior to the Closing.

(e) Title Policy. Escrow Holder shall be ready willing and able to issue to
Optionee the Title Policy at the Closing.

(H Owner’s Deliveries. Owner shall deliver into the Escrow the following
documents (collectively, the “Closing Documents™): (i) the Grant Deed (in the Escrow Holder’s
standard form) for recordation and delivery to Optionee at the Closing, (ii) an affidavit as
required by the Foreign Investment in Real Property Tax Act (in the Escrow Holder’s standard
form) and a form 593-C as required by California law, (iii) escrow instructions in form and
substance consistent with the requirements herein, (iv) an Assignment and Bill of Sale in the
form of Exhibit C attached hereto (the “Assignment”), duly executed by Owner, (v) the New
Lease, duly executed by the Tenant, (vi) such duly executed owner’s affidavits as may be
required by the Escrow Holder to issue the Title Policy at Closing, (vii) all prorations, fees and
other amounts to be paid by Owner at Closing, provided that in lieu of depositing such amounts
in Escrow, such amounts shall be withheld from the Closing Payment delivered to Owner in
accordance with Owner’s approved closing statement; and (viii) such evidence as the Escrow
Holder may reasonably require as to the authority of the person or persons executing documents
on behalf of Owner; and (x) such additional documents as shall be reasonably required to
consummate the transaction contemplated by this Agreement.

(g) Legal Parcel. The Land shall consist of one or more legal parcels as of the
Closing. Notwithstanding anything in this Agreement to the contrary, the condition precedent set
forth in this subparagraph may not be waived.

(h) Environmental Condition. There shall exist no environmental matter
having a material adverse impact on the Property that was known to Owner on the Agreement
Date and was not disclosed in writing to Optionee within three (3} days after the Execution Date
as provided in Paragraph 10(b) and Schedule 12(d) of this Agreement.

(i) Leases. Other than the New Lease, there shall exist no other leases,
tenancies, or occupancy agreements affecting the Real Property or any part of the Real Property.

') Material Conditions. Each of the above conditions is for the sole benefit
of Optionee and each of such conditions is deemed to be material to and of the essence of this
Agreement.

11 Conditions of Owner’s Performance. All of Owner’s obligations hereunder are
expressly conditioned on the satisfaction at or before the Closing, or at or before such earlier
time as may be expressly stated below, of each of the following conditions (any one or more of
which may be waived in writing in whole or in part by Owner, at Owner’s option):

(a) Optionee’s Representations and Warranties. Optionee’s representations
and warranties as set forth in Paragraph 13 below shall have been true and correct as of the
Execution Date and the Closing Date.

Option Agreement 80 Chemicat
1001 2000+ 7



(b) Optionee’s Performance. Optionee shall have performed, observed and
complied with all material covenants, agreements and conditions required by this Agreement to
be performed, observed and complied with on Optionee’s part at or prior to the Closing.

(c) Optionee’s Deliveries. Optionee shall have delivered to Escrow Holder all
instruments and documents required on Optionee’s part to effectuate this Agreement and the
transactions contemplated hereby, including without limitation, the New Lease, duly executed by
Optionee, escrow instructions in form and substance consistent with the requitements herein, a
closing statement consistent with the terms of this Agreement, and a certificate of acceptance of
the Grant Deed as required by Section 27281 of the California Government Code, and Optionee
shall have timely deposited all funds to be deposited into the Escrow pursuant hereto, including
without limitation the Closing Payment and the Relocation Compensation.

12. Owner’s Representations. Warranties and Covenants. Owner hereby represents,
warrants and covenants to Optionee and its assigns, and makes the representations, warranties
and covenants set forth in this Paragraph 12 for the benefit of Optionee and its successors and
assigns. Owrer shall notify Optionee in writing immediately if Owner becomes aware that any
representation or warranty has become untrue or misleading in light of information obtained by
Owner after the Agreement Date. Owner shall indemnify, protect, defend and hold harmless
Optionee from and against all Claims arising from or relating to any misrepresentation made by
Owner in this Agreement or in any document, certificate or exhibit given or delivered in
connection herewith.

(a) Authority. Owner is the sole owner of fee title to the Real Property and has
all requisite power and authority to enter into this Agreement and to perform its obligations
hereunder, and the execution and delivery of this Agreement by Owner shall have been duly
authorized. No approvals, authorizations or consents of any public body or of any person other
than Owner's shareholders, partners or members, as applicable, are necessary in connection
herewith. This Agreement and all other agreements, documents and instruments to be executed
in connection herewith have been effectively authorized by all necessary action, corporate,
partnership or otherwise, including, without limitation, authorizations of Owner's Board of
Directors, shareholders or members, as applicable, which authorizations remain in full force and
effect, have been duly executed and delivered by Owner, and no other corporate, partnership or
other proceedings on the part of Owner are required to authorize this Agreement and the
transactions contemplated hereby.

(b}  No Conflict. The execution and delivery of this Agreement and the
consummation of the transactions contemplated hereunder on the part of Owner do not and will
not violate any applicable law, ordinance, statute, rule, regulation, order, decree or judgment,
conflict with or result in the breach of any material terms or provisions of, or constitute a default
under, or result in the creation or imposition of any lien, charge, or encumbrance upon the
Property or any other assets of Owner by reason of the terms of any contract, mortgage, lien,
lease, agreement, indenture, instrument or judgment to which Owner is a party or which is or
purports to be binding upon Owner or the Property or which otherwise affects Owner or the
Property, which will not be discharged, assumed or released at the Closing. No action by any
federal, state or municipal or other governmental department, commission, board, bureau or
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instrumentality is necessary to make this Agreement a valid instrument binding upon Owner in
accordance with its terms.

(c) Documents. Owner has provided or will provide Optionee pursuant to
Paragraph 10(b) with copies of all Property Documents in Owner’s possession. All Property
Documents delivered or to be delivered to Optionee by Owner and its agents are complete
originals or true and correct copies thereof. 1f Optionee elects not to purchase the Property,
Optionee will return to Owner all Property Documents previously delivered to Optionee by
Owner. Owner shall deliver as and when required all notices relating to the Property to the
extent required by applicable laws or any covenants, conditions or restrictions affecting the
Property.

(d) Hazardous Materials. Owner and the Owner Related Parties have not
spilled, discharged or released any Hazardous Materials onto, under or about the Property. To
Owner’s knowledge without inquiry, there are no above ground or underground storage tanks,
barrels, drums, pits, wells, lagoons or other containers (collectively, “Tanks”) or any Hazardous
Materials (other than Hazardous Materials contained in lacquer thinner or similar products that
are sold by Tenant in containers sealed by the manufacturer and in compliance with applicable
laws as required by the Existing Lease) on, in, about or under or within 2,000 feet of the Real
Property, including any ground water beneath and surface water thereon (whether by virtue of
any storage, release or disposal on, in or under the Real Property or migration to the Real
Property), except for the specific Tanks and/or Hazardous Materials and quantities thereof as are
disclosed by Owner on Schedule 12(d) attached hereto and incorporated herein (the “Disclosed
Hazardous Materials™). As used herein, the term “Hazardous Materials” shall mean any
substance, material, waste, chemical, mixture or compound which: (i) is flammable, ignitable,
radioactive, hazardous, toxic, corrosive or reactive, and which is regulated under law or by a
public entity, (ii) is a “Hazardous Substance” as defined or listed under the federal
Comprehensive Environmental Response, Compensation and Liability Act of 1980 (CERCLA),
as amended, or any regulations promulgated thereunder, (iii) is crude oil, petroleum, natural gas,
or distillates or fractions thereof, and/or (iv) damages or threatens to damage health, safety, or
the environment, or is required by any law or public entity to be remediated, including
remediation which such law or public entity requires in order for property to be put to any lawful
purpose. The provisions of this Paragraph 12(d) shall survive the Closing.

(e)  Compliance. Except as specifically set forth in Schedule 12(d) of this
Agreement, to the best of Owner’s knowledge without inquiry the Real Property is not in
violation of any federal, state or local law, statute, regulation or ordinance, and there are no
special assessments, condemnation actions or other legal actions or proceedings pending or
threatened against the Real Property or any part thereof.

() Bankruptcy. Owner is not the subject of a voluntary or involuntary
bankruptcy, reorganization, or insolvency petition.

(2) Work Contracts. At the Closing, there will be no outstanding amounts
owing by Owner under any Contracts for any improvements to the Real Property. Owner shall
cause to be discharged all mechanics’ and materialmen’s liens arising from any labor and
materials furnished prior to the Closing, and shall have eliminated from title all exceptions,
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claims, and defects other than the Permitted Exceptions. No person or entity holds any rights to
purchase or otherwise acquire all or any portion of the Property (or interest therein), including
pursuant to any Option Agreement, option, right of first offer, right of first refusal, gift or other
agreement.

() Other Contracts. Exhibit E to this Agreement sets forth a complete and
accurate list of Contracts (other than insurance policies) affecting the Property, and neither
Owner nor any provider under any of the Contracts has asserted any breach or default
thereunder. Owner has not received any written notice of a Owner default and Owner has no
knowledge of any existing Owner defaults under the Contracts. Owner has not received any
written notice of a default by another party, and Owner has no knowledge of any existing other
party default under the Contracts. Prior to Closing, Owner shall not amend any existing Contract
or enter into any new Contract affecting the Property that will survive the Closing, or that would
otherwise affect the use, operation or enjoyment of the Property after Closing, without
Optionee’s prior written approval.

(i) No Commitments. Owner has not made any commitments to any
governmental authority, to any adjoining property owner, or to any other organization, group,
individual or entity relating to the Real Property which would impose any obligations upon
Optionee to make any contributions of money or land or to install or maintain any improvements.

)] Leases. Other than the Existing Lease, Owner has not executed and is not
aware of any other leases, tenancies, subleases, or occupancy agreements affecting the Real
Property or any part of the Real Property. Owner is the current landlord under the Existing
Lease. Owner is not in default under the Existing Lease and to Owner’s knowledge no default
on the part of Tenant exists (and no event has occurred that with the passage of time or the
giving of notice, or both, that would be a default) under the Existing Lease. Owner has not
assigned or otherwise transferred any interest in the Existing Lease to any other party and Owner
has not consented to any sublease or assignment of the Existing Lease by the Tenant. As of the
Agreement Date and as of the Closing, there shall be no outstanding leasing costs, including
without limitation commissions, free rent, tenant improvement costs or allowances, or other
tenant inducements or concessions owing by the landlord under the Existing Lease.

(k) Rights of Third Parties. Owner has not alienated, encumbered,
transferred, leased, assigned or otherwise conveyed its interest in the Property or any portion
thereof except as set forth in the Title Report, and shall not enter into any such agreement that
will not be removed prior to the Closing. There are no claims pending or threatened by any third
party against Owner or any Owner Party relating to the Property.

H Binding Agreement. This Agreement constitutes the legal, valid and
binding obligation of Owner and is enforceable in accordance with its terms against Owner
subject only to applicable bankruptey, insolvency, reorganization, moratorium or similar laws or
equitable principles affecting or limiting the rights of contracting parties generally.

(m)  Support of Project. As a material inducement to Optionee’s execution of
and performance under this Agreement, for so long as this Agreement remains in effect and is
not terminated prior to the Closing, Owner shall not challenge, oppose or impede, either directly
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or indirectly, the Project, and shall use conumercially reasonable efforts to cause the Owner’s
Parties not to challenge, oppose or impede the Project.

(n) Other. Neither this Agreement, nor any of the exhibits or schedules
hereto, nor any document, certificate or statement referred to herein or furnished to Optionee in
connection with the transaction contemplated herein (whether delivered prior to, simultaneously
with, or subsequent to the execution of this Agreement) contains any untrue statement of
material fact or, omits to state a material fact in any way concerning the Property or otherwise
affecting or concerning the transaction contemplated hereby.

13. Optionee’s Representations and Warranties. Optionee hereby makes the
representations and warranties set forth in this Paragraph 13 for the benefit of Owner and its
successors and assigns. Optionee shall notify QOwner in writing immediately if Optionee
becomes aware that any representation or warranty has become untrue or misleading in light of
information obtained by Optionee after the Agreement Date. Optionee shall indemnify, protect,
defend and hold harmless Owner from and against all Claims arising from or relating to any
misrepresentation made by Optionee in this Agreement or in any document, certificate or exhibit
given or delivered in connection herewith.

(a) Authority. Optionee has all requisite power and authority to enter into this
Agreement and to perform its obligations hereunder. The execution and delivery of this
Agreement by Optionee has been duly authorized.

()  No Conflict. The execution and delivery of this Agreement and the
consummation of the transactions contemplated hereunder on the part of Optionee do not and
will not violate any applicable law, ordinance, statute, rule, regulation, order, decree or
judgment, conflict with or result in the breach of any material terms or provisions of, or
constitute a default under, or result in the creation or imposition of any lien, charge, or
encumbrance upon any of the property or assets of Optionee by reason of the terms of any
contract, mortgage, lien, lease, agreement, indenture, instrument or judgment to which Optionee
is a party or which is or purports to be binding upon Optionee or which otherwise affects
Optionee, which will not be discharged, assumed or released at the Closing. No action by any
federal, state or municipal or other governmental department, commission, board, bureau or
instrumentality is necessary to make this Agreement a valid instrument binding upon Optionee in
accordance with its terms.

(c) Litigation There are no claims, actions, suits or proceedings continuing,
pending or threatened, which would materially adversely affect Optionee or this transaction.

(dy  As-Is Purchase: Release of Certain Claims. EXCEPT AS OTHERWISE
PROVIDED IN THIS AGREEMENT, OPTIONEE SPECIFICALLY ACKNOWLEDGES AND
AGREES THAT OWNER IS SELLING AND OPTIONEE IS PURCHASING THE
PROPERTY ON AN “AS IS WITH ALL FAULTS” BASIS, NO PATENT OR LATENT
DEFECTS ON THE PROPERTY WHETHER KNOWN NOW OR DISCOVERED LATER
SHALL AFFECT THIS AGREEMENT, AND THAT OPTIONEE IS NOT RELYING ON ANY
REPRESENTATIONS OR WARRANTIES OF ANY KIND WHATSOEVER, EXPRESS OR
IMPLIED, FROM OWNER, ITS AGENTS, OR ANY BROKERS AS TO ANY MATTERS
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CONCERNING THE PROPERTY, INCLUDING WITHOUT LIMITATION: (i} the quality,
nature, adequacy and physical condition and aspects of the Property, including, but not limited
to, the structural elements, seismic aspects of the Property, foundation, roof, appurtenances,
access, landscaping, parking facilities and the electrical, mechanical, HVAC, plumbing, sewage,
utility systems, facilities and appliances, the square footage within the improvements on the
Property, (ii) the quality, nature, adequacy, and physical condition of soils, geology, drainage,
and any groundwater, (iii) the existence, quality, nature, adequacy and physical condition of
utilities serving the Property, (iv) the development potential of the Property, and the Property’s
use, habitability, merchantability, or fitness, suitability, value or adequacy of the Property for any
particular purpose, (v) the zoning or other land use status of the Property, (vi) the compliance of
the Property or its operation with any applicable codes, laws, regulations, statutes, ordinances,
covenants, conditions and restrictions of any governmental or quasi-governmental entity or of
any other person or entity, (vii) the presence of Hazardous Materials on, under or about the
Property or the adjoining or neighboring properties, (viii) the quality of any labor and materials
used in any improvements on the Property, or (ix) the economics of the operation of the
Property.

Without limiting the above, but subject to the provisions below relating to Reserved
Claims, effective on the Closing Optionee hereby waives its right to recover from, and forever
releases and discharges, Owner and Owner’s members, shareholders, partners, beneficiaries,
successors and assigns, and their respective heirs and personal representatives (collectively, the
“Owner Related Parties™), from any and all demands, claims, legal or administrative
proceedings, losses, liabilities, damages, penaities, fines, liens, judgments, costs or expenses
whatsoever (including, without limitation, attorneys’ fees and costs), whether direct or indirect,
known or unknown, foreseen or unforeseen, that may arise on account of or in any way be
connected with (i) the physical condition of the Property including, without limitation, all
structural and seismic elements, all mechanical, electrical, plumbing, sewage, heating,
ventilating, air conditioning and other systems, the environmental condition of the Property and
Hazardous Materials on, under or about the Property or on, under or about nearby properties, (ii)
the quality, nature, adequacy, and physical condition of soils, geology and any groundwater of
the Property and nearby properties, (iii) claims of any occupants of the Property against Owner
or any Owner Related Party, (iv) the existence, quality, nature, adequacy and physical condition
of utilities serving the Property, (v) the development potential of the Property, and the Property’s
use, habitability, merchantability, or fitness, suitability, value or adequacy of the Property for any
particular purpose, (vi) the zoning or other legal status of the Property or any other public or
private restrictions on use of the Property, (vii) the compliance of the Property or its operation
with any applicable codes, laws, regulations, statutes, ordinances, covenants, conditions and
restrictions of any governmental or quasi-governmental entity or of any other person or entity,
(viii) the presence of Hazardous Materials on, under or about the Property or the adjoining or
neighboring property, (ix) the quality of any labor and materials used in any improvements on
the Property, (x) the condition of title to the Property, (xi) economics of the operation of the
Property and (xii) any law or regulation applicable to the use or operation of the Property,
including, without limitation, the Comprehensive Environmental Response, Compensation and
Liability Act of 1980, as amended (42 U.S.C. Sections 6901, et seq.), the Resources
Conservation and Recovery Act of 1976 (42 U.S.C. Section 6901, et seq.), the Clean Water Act
(33 U.S .C. Section 1251, et seq.), the Safe Drinking Water Act (14 U.S.C. Section 1401, et seq.),

Option Agreement 8¢ Chemical
1001 2010v 7

18



the Hazardous Materials Transportation Act (49 U.S.C. Section 1801, et seq ), and the Toxic
Substance Control Act (15 U.S.C. Section 2601, et seq.), the California Hazardous Waste
Control Law (California Health and Safety Code Section 25100, et seq.), the Porter-Cologne
Water Quality Control Act (California Water Code Section 13000, et seq.), and the Safe
Drinking Water and Toxic Enforcement Act of 1986 (California Health and Safety Code Section
25249.5, et seq.) and any other federal, state or local law.

In connection with the matters referred to above in this Paragraph 13(d).
Optionee on behalf of itself and its agents, successors and assigns, expressly waives all rights
under Section 1542 of the Civil Code of the State of California (“Section 1542™), or any other
federal or state statutory rights or rules, or principles of common law or equity, or those of any
jurisdiction, government, or political subdivision thereof, similar to Section 1542 (hereinafier
referred to as a “Similar Provision™). Thus, Optionee, its agents, successors and assigns, may
not invoke the benefits of Section 1542 or any Similar Provision in order to prosecute or assert in
any manner the matters referred to above. Section 1542 provides as follows: “A GENERAL
RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE CREDITOR DOES NOT
KNOW OR SUSPECT TO EXIST IN HIS OR HER FAVOR AT THE TIME OF EXECUTING
THE RELEASE, WHICH IF KNOWN BY HIM OR HER MUST HAVE MATERIALLY
AFFECTED HIS OR HER SETTLEMENT WITH THE DEBTOR.”

The preceding provisions of this Paragraph 13(d) shall not constitute a waiver of any
conditions precedent to Optionee’s obligations under this Agreement. In addition,
notwithstanding anything in this Paragraph 13(d) or any other provision herein to the contrary,
Optionee reserves all rights and claims that it may have under this Agreement or applicable law
with respect to the following (collectively, “Reserved Claims™): (a) fraud, willful misconduct,
or the criminal acts of Owner and its members, employees, agents, consultants and contractors
(collectively, “Owner’s Parties™); (b) claims based upon acts or omissions of Owner which
oceur after the Closing; (¢) any claims relating to dealings between Optionee and any Owner
Party on transactions or matters relating to other properties; (d) any claims for breach of the
representations, warranties, covenants and other obligations expressly set forth in this
Agreement; or (e) claims for breach of the representations, warranties, covenants and other
obligations set forth in the Closing Documents.

14.  Brokers. Owner shall pay a brokerage commission to Cassidy Turley/BT
Commercial (the “Broker”) pursuant to a separate agreement between Owner and the Broker.
Except for the Broker referred to in this Paragraph 14, each party represents to the other that it
has not dealt with any other broker, agent, or finder for which a commission or fee is payable in
connection with the transaction contemplated by this Agreement. Each party shall indemnify,
defend, protect and hold harmless the other from any Claims arising from such party’s breach of
its representation contained in this paragraph.

15. Owner’s Operating Covenants.

(a) Contracts. Prior to the Closing, Owner shall terminate all Contracts,
except for the Contracts that Owner agrees to assign to Optionee and that Optionee agrees to
assume. Optionee shall notify Owner of those Contracts, if any, that Optionee wishes to assume
within thirty (30) days after receipt of such Contracts. If Optionee fails to notify Owner of its
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election to assume any of the Contracts within such thirty (30) day period, Optionee shall be
deemed to have elected not to assume any of the Contracts. Those Contracts that Optionee
expressly elects to assume, if any, shall be identified in an exhibit to the Assignment and
assigned to and assumed by Optionee pursuant to the Assignment.

(b) Leases. From and after the Agreement Date, Owner shall not execute any
new leases or modify or amend the Existing Lease, except with Optionee’s written approval,
which approval may be withheld in Optionee’s sole and absolute discretion. Owner shall not
grant any concession, rebate, allowance or free rent with respect to the Existing Lease, or consent
1o any sublease, occupancy (other than by Tenant), termination, or lease surrender proposed by
Tenant, except with Optionee’s written approval, which approval may be withheld in Optionee’s
sole and absolute discretion.

(¢} Other Operating Covenants. From and after the Agreement Date, Owner
shall not encumber the Property with any liens, encumbrances or other instruments creating a
cloud on title or securing a monetary obligation that will survive the Closing. Owner shall
maintain the Real Property in substantially the same condition as it exists as of the Agreement
Date. Owner shall timely discharge, prior to the Closing, any and all obligations relating to work
performed on or conducted at or materials delivered to the Real Property from time to time by
Owner, or at Owner's direction or on its behalf, in order to prevent the filing of any claim or
mechanic’s lien with respect to such work or materials, and shall indemnify and hold Optionee
harmless from any Claims or liens filed or otherwise claimed, in connection with any work, labor
and/or materials performed on or furnished by, through or under Owner prior to the Closing.
Until the Closing, Owner shall keep in full force and effect all existing insurance policies
affecting the Real Property.

16. Assignment. Optionee may assign this Agreement and its rights and obligations
hereunder by delivery to Owner of written notice of such assignment, provided that such
assignee expressly assumes all of the obligations and liabilities of Optionee under this
Agreement arising or accruing after the date of such assignment. If Optionee assigns this
Agreement, then the closing documents to be delivered by Optionee and Owner shall be
modified so that the assignee’s name is substituted in lieu of the name of Optionee. Subject to
the preceding provisions of this Paragraph 16, this Agreement shall be binding upon and shall
inure to the benefit of the successors and permitted assigns of the parties to this Agreement.

17.  Memorandum of Agreement. At Optionee’s request Owner shall execute and
acknowledge a Memorandum of this Agreement substantially in the form attached hereto as
Exhibit B (the “Memorandum’™), and Optionee shall be entitled to record same in the official
land records of the County. If Optionee fails to exercise the Option within the Option Term, or if
this Agreement otherwise terminates for reasons other than Owner’s default, Optionee shall
execute a quitclaim deed sufficient to release the Memorandum from the Property.

18.  Entire Agreement: Amendments. This Agreement and the exhibits hereto set
forth all of the promises, covenants, agreements, conditions and undertakings between the parties
hereto with respect to the subject matter hereof, and supersede all prior and contemporaneous
agreements and understandings, inducements or conditions, express or implied, oral or written,
except as contained herein. This Agreement may not be changed orally but only by an
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agreement in writing, duly executed by or on behalf of the party or parties against whom
enforcement of any waiver, change, modification, consent or discharge is sought.

19.  Attomeys’ Fees. If alegal action, suit, or proceeding is brought by Optionee or
Owner to enforce or interpret any of the provisions of this Agreement, or otherwise with regard
to the Escrow or the Property, the prevailing party shall be entitled to recover all costs and
reasonable attorneys’ fees incurred in connection therewith. “Prevailing party” within the
meaning of this paragraph shall include, without limitation, a party who brings an action against
the other after the other party is in breach or default, if such action is dismissed upon the other
party’s payment of the sums allegedly due or performance of the covenant allegedly breached, or
if the party commencing such action or proceeding obtains substantially the relief sought by it in
such action whether or not such action proceeds to a final judgment or determination.

20.  Optionee’s Remedies. Notwithstanding anything to the contrary contained in this
Agreement, if the Closing does not occur as the result of the Owner’s default of its obligation to
deliver title to the Property to Optionee in the manner required hereby or Owner otherwise
breaches its obligations to consummate the Closing in accordance with this Agreement, Optionee
shall be entitled to pursue all available legal and equitable remedies, including without limitation
(a) recovery of all Deposits made by Optionee plus claims for additional damages attributable to
such breach or default by Owner (but only to the extent such claims for additional damages do
not exceed One Hundred Thousand Dollars ($100,000)) and (b) specific performance of this
Agreement. The foregoing limitations on damages shall not apply to any claims arising from
fraud, willful misconduct, or criminal conduct of Owner and shall not limit Optionee’s recovery
of attorneys’ fees or other amounts pursuant to Paragraph 19

21, Cure Period. Notwithstanding the provisions of Paragraph 20 or any other
provision of this Agreement, no default by either party hereto shall result in a termination or
limitation of any rights of such party hereunder uniess and until the other party shall have
notified the defaulting party in writing of such default, and the defaulting party shall have failed
to cure such default within ten (10) days after the receipt of such written notice; provided that,
where a non-monetary default cannot reasonably be cured within such ten (10) day period, the
defaulting party shall not be in default if defaulting party commences such cure within the ten
(10) day period and thereafier diligently prosecutes such cure to completion. In addition, if
Optionee fails to either exercise the Option pursuant to Paragraph 2(c) or to extend the Option
Term by exercising an Extension Option pursuant to Paragraph 2(b), then notwithstanding any
provision of this Agreement to the contrary, the Option shall not be deemed to have lapsed or
terminated unless Optionee fails to either (a) exercise the Option pursuant to Paragraph 2(c) or
(b) to exercise an Extension Option and to deposit the applicable Additional Deposit required by
Paragraph 2(b) within ten (10) days after Optionee receives writlen notice from Owner of either
such failure. Notwithstanding the above, the failure by Optionee to consummate the Closing
(for reasons other than Owner’s default or the failure of a condition to closing specified in
Paragraph 10) on or before the Closing Date shall result in immediate termination and no such
notice shall be required or cure period provided.

22 Entire Agreement. This Agreement constitutes the entire agreement of the parties
relating to the subject matter hereof and no representation, inducement, promise, or agreement,
oral or written, between the parties not embodied in this Agreement, will be of any effect. This
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Agreement supersedes and cancels any and all prior or contemporaneous negotiations,
arrangements, representations and understanding, oral or written, if any, between the parties,
relating to the subject matter of this Agreement.

23.  Risk of Loss. Until the Closing, Owner shall assume all risk of loss with respect
to the Real Property. If after the Agreement Date and prior to the Closing all or any part of the
Real Property is destroyed by fire, earthquake or other casualty, Optionee shall within ten (10)
business days after receipt of written notice from Owner of such casualty (but in all events at
least one (1) day before the Closing Date) irrevocably elect either (a) to terminate this
Agreement or {b) to keep this Agreement in effect, in which event if the Closing occurs Owner
shall pay or assign to Optionee all insurance proceeds paid or payable to Owner (to the extent not
previously expended in an effort to restore the Real Property) as a consequence of such casualty,
and the Purchase Price shall be reduced by the amount of any deductible or other uninsured loss.
If Optionee fails to timely elect either the option in clause (a) or in clause (b) above, then
Optionee shall be deemed to have irrevocably elected the option in clause (b) above. If this
Agreement is terminated pursuant to this paragraph, then (i) if the termination relates to a
casualty occurring during the Initial Option Term, all the Deposits and interest earned thereon
while in Escrow shall be returned to Optionee, (i1) if the termination relates to a casualty
occurring after the expiration of the Initial Option Term, all the Deposits previously released to
Owner shall be retained by Owner, and (iii) neither party shall have any further rights, duties,
obligations or liabilities, at law or in equity, arising out of or relating to this Agreement except
for those that specifically survive termination of this Agreement pursuant to other paragraphs
hereof. Notwithstanding the above, if the damage to the Real Property does not exceed Two
Hundred Thousand Dollars ($200,000), then Optionee shall not have the right to terminate this
Agreement pursuant to clause (a) above and shall be deemed to have irrevocably elected to keep
this Agreement in effect pursuant to clause (b) above

24, Miscellaneous.

(a) Time of the Essence. Time is of the essence of this Agreement.

(b) Dates. Any time period to be computed pursuant to this Agreement shall
be computed by excluding the first day and including the last day. If the last day fallson a
Saturday, Sunday or holiday, the last day shall be extended until the next business day that the
Escrow Holder is open for business. As used herein, the term “days” means calendar days and
the term “business days” means all calendar days other than Saturdays, Sundays, or holidays
observed by Escrow Holder.

(c) Governing Law. This Agreement shall be governed by the law of the
State of California. Owner and Optionee agree that all suits or actions of any kind brought to
interpret or enforce the terms of, or otherwise arising out of or relating to this Agreement shall be
filed and litigated solely in the state court in the county in which the Real Property is located or
if such suit or action cannot be filed and or litigated in state court, then in the federal court
located closest to the Real Property. Each party hereby consents to the personal and subject
matter jurisdiction of said courts. Owner and Optionee agree that San Mateo County shall for all
purposes be considered the place in which this Agreement was entered into, notwithstanding the
order in which, or the location or locations at which, 1t may have been executed or delivered.
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(d)  Notices. All notices or demands which either party is required or desires
to give to the other shall be given in writing by certified mail, return receipt requested with the
appropriate postage paid, by personal delivery, by facsimile (provided receipt of a facsimile
{ransmission is confirmed telephonically or otherwise) or by private overnight courier service to
the address or facsimile number set forth below for the respective party, or such other address or
facsimile number as either party may designate by written notice to the other. All such notices or
demands shall be effective as of actual receipt or refusal of delivery. Should any act or notice
required hereunder fall due on a weekend or holiday, the time for performance shall be extended
to the next business day. Notwithstanding the foregoing, if Optionee elects to exercises an
Extension Option pursuant to Paragraph 2(b), Optionee may elect to give notice of such
election to Escrow Holder and Owner by email so long as Optionee makes the required
Additional Deposit as and when required by Paragraph 2(b).

To Owner: Schrader Leask Development, Inc.
80 Chemical Way
Redwood City, California 94063
Fax:
Attn: Mr. James Leask

With copies to: Kenneth Horowitz, Esq.
951 Mariner’s Island Drive, Suite 240
San Mateo, California 94404
Fax: (650) 378-7681

To Optionee: City of Redwood City
1017 Middlefield Road
Redwood City, California 94063
Fax: (650) 780-5963
Attn:  City Manager

With copies to: City of Redwood City
1017 Maddlefield Road
Redwood City, California 94063
Fax: (650) 780-5963
Atin:  City Attorney

And to: Heffernan Seubert & French LLP
1075 Curtis Street
Menlo Park CA 94025
Fax: (650) 322-2976
Attn:  Daniel K. Seubert

(e) Severability. If any provision of this Agreement is held by a court of
competent jurisdiction to be invalid or unenforceable, the remainder of this Agreement shall
continue in full force and effect and shall in no way be impaired or invalidated, and the parties
agree to substitute for the invalid or unenforceable provision a valid and enforceable provision
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that most closely approximates the intent and economic effect of the invalid or unenforceable
provision.

(f) No Third-Party Beneficiaries. The provisions of this Agreement and of
the documents to be executed and delivered at Closing are and will be for the benefit of Owner
and Optionee only and are not for the benefit of any third party (other than Tenant to the extent
of the Relocation Benefits); and, accordingly, no third party (other than Tenant to the extent of
the Relocation Benefits) shall have the right to enforce the provisions of this Agreement or of the
documents to be executed and delivered at Closing.

(g)  No Fiduciary Relationships. Owner is not the agent or representative of
Optionee and Optionee is not the agent or representative of Owner, and nothing in this
Agreement will be construed to make Optionee liable to anyone for goods delivered or services
performed at the Real Property or for debts or claims accruing against Owner. Nothing in this
Agreement will be construed to create any privity of contract or other relationship between
Optionee and anyone supplying labor or materials to the Real Property. Nothing in this
Agreement, nor the acts of the parties, will be construed to create a partnership or joint venture
between Owner and Optionee.

(h) Further Assurances. Each party shall execute, acknowledge, and deliver,
after the Agreement Date, including at or after the Closing, such further assurances, instruments
and documents as the other may reasonably request in order to fulfill the intent of this Agreement
and the transactions contemplated hereby.

(1) Counterparts. This Agreement may be executed simultaneously in
counterparts, each of which shall be deemed an original, but all of which together shall constitute
one and the same instrument.

) Survival. Unless otherwise expressly stated in this Agreement, the
warranties, representations and covenants of Owner and Optionee shall survive the Closing and
delivery of the Grant Deed.

(k) Waiver of Covenants, Conditions or Remedies. The waiver by one party
of the performance of any covenant, condition or promise, or of the time for performing any act,
under this Agreement shall not invalidate this Agreement nor shall it be considered a waiver by
such party of any other covenant, condition or promise, or of the time for performing any other
act required, under this Agreement. The exercise of any remedy provided in this Agreement
shall not be a waiver of any consistent remedy provided by law, and the provisions of this
Agreement for any remedy shall not exclude any other consistent remedies unless they are
expressly excluded.

(1) Construction. The paragraph and section headings and captions of this
Agreement are, and the arrangement of this instrument is, for the sole convenience of the parties
to this Agreement. The paragraph headings, captions, and arrangement of this instrument do not
in any way affect, limit, amplify, or modify the terms and provisions of this Agreement. The
singular form will include plural, and vice versa. Each term, condition or provision hereof has
been freely negotiated and shall be equally binding upon Owner and Optionee and no such term,
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condition or provision shall be construed against either party hereto solely because such term,
condition or provision was initially drafted or prepared by such party. Unless otherwise
indicated, all references to paragraphs or sections are to this Agreement. All exhibits, schedules,
addenda and attachments referred to in this Agreement are attached to it and incorporated in it by
this reference. Any gender used shall be deemed to refer to any other gender more
grammatically applicable to the party to whom such use of gender relates.

(m) Amendments. No amendment to this Agreement will be binding on any of
the parties to this Agreement unless the amendment is in writing and executed by all parties. No
acts or omissions of any employee or agent of the parties or any broker, if any, shall alter, change
or modify any of the provisions of this Agreement.

(n) Non-Liability of Officials. No officer, official, member, employee, agent,
or representatives of Optionee shall be liable for any amounts due hereunder, and no judgment or
execution thereon entered in any action hereon shall be personally enforced against any such
official, member, employee, agent, or representative.

(0) Owner’s Tax Deferred Exchange. Owner may desire to effect a tax-
deferred exchange with respect to its disposition of the Property (“Owner’s Exchange”)
pursuant to Section 1031 of the Internal Revenue Code. Owner’s Exchange will be structured by
Owner at its sole cost and expense and Optionee will have no obligation to acquire or enter into
the chain of title to any property other than the Property. Optionee’s sole obligation in
connection with Owner’s Exchange shall be 1o review and execute such documentation as is
reasonably necessary in order to effectuate Owner’s Exchange in accordance with the foregoing
and the applicable rules governing such exchanges. Optionee’s cooperation with Owner’s
Exchange shall not affect or diminish Optionee’s rights under this Agreement, delay the Closing
or be construed as Optionee’s warranty that Owner’s Exchange in fact complies with
Section 1031 of the Internal Revenue Code. Optionee shall have the right to review and
reasonably approve any documents 1o be executed by Optionee in connection with Owner’s
Exchange. Acceptance of title to the Property from Owner’s designated intermediary shall not
modify Owner’s representations, warranties and covenants to Optionee under this Agreement or
the survival thereof pursuant to this Agreement. The Grant Deed and all closing documents shall
run directly between Owner and Optionee. Owner is relying solely upon the advice and counsel
of professionals of Owner’s choice in structuring, executing and consummating Owner’s
Exchange.

(P Advice of Advisors. Each party to this Agreement acknowledges and
agrees that it has obtained and relied upon its own legal counsel and other advisors to evaluate
the tax, accounting and legal consequences of entering into this Agreement and consummating
the transactions contemplated hereby, and, except as set forth in this Agreement, neither party is
relying on any representations or warranties of the other party to this Agreement.

25. Owner’s Waivers.

(a) Waiver of Relocation Assistance. Optionee’s payment to Owner of the
Purchase Price shall constitute full and complete satisfaction of any obligation Optionee may
have for providing relocation assistance to Owner and paying its relocation costs, if any, required
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to comply with all applicable federal, state and local laws, rules and regulations arising out of,
based upon, or relating to, relocation assistance or benefits owing under the Uniform Relocation
Assistance and Real Property Acquisition Policies Act of 1970, 42 U.S.C. Section 4601 et seq.,
and the California Relocation Act, Govt. Code Section 7260 et seq., and its implementing
regulations, 25 Cal. Code Regs. Section 6000 et seq. or under any other federal, state or local
relocation statutes, regulations or guidelines, including but not limited to, any such regulations or
guidelines of the City of Redwood City or the County of San Mateo (collectively, “Relocation
Benefits™). Accordingly, Owner, for itself and for its agents, successors, assigns, fully releases,
acquits and discharges Optionee and its officers, officials, members, directors, council members,
employees, atlorneys, accountants, other professionals, insurers, and agents, and all entities,
boards, commissions, and bodies related to any of them (collectively, the “Released Parties™),
from all Claims that Owner, or any of them, has or may have against the Released Parties for all
Relocation Benefits arising out of or related to Optionee’s acquisition of the Property or the
displacement of Owner or any person claiming under Owner from the Property.

(b) Waiver of Property Rights and Interests. Upon receipt by Owner of the
Purchase Price, Owner for itself and for its agents, successors and assigns fully releases, acquits
and discharges Optionee and the Released Parties from all Claims that Owner, its agents,
successors and assigns has or may have against the Released Parties arising out of or related to
Optionee’s acquisition of the Property or the displacement of Owner from the Property
including, without limitation, all of Owner’s property rights and interests in the Property,
including but not limited to (i) all leasehold interests and rights of tenancy or occupancy, (ii) all
improvements, including improvements pertaining to the realty, furniture, fixture, and
equipment, (iii} business goodwill and lost income (past or future) relating to the Property, (iv)
Owner’s failure to locate a suitable replacement location, (v) lost rental income or sublease or
license income, (vi) severance damages and pre-condemnation damages, if any, (vii) economic
or consequential damages, (viii) professional consultant fees, attorney’s fees and costs, expert
witness fees and costs, interest, and (ix) all other costs, and any and all compensable interests,
and/or damages, and/or claims, of any kind and nature, claimed or to be claimed, suffered or to
be suffered, by Owner, its agents, successors and assigns by reason of Optionee’s acquisition of
the Property or Owner’s displacement from the Property. Notwithstanding the above, Optionee
and the Released Parties shall not be released from any obligations to indemnify or hold
harmless Owner or Owner’s Parties to the extent otherwise provided in this Agreement.

(c) Waiver of Civil Code Section 1542. Owner, on behalf of itself and its
agents, successors and assigns, expressly waives all rights under Section 1542 of the Civil Code
of the State of California (“Section 1542™), or any other federal or state statutory rights or rules,
or principles of common law or equity, or those of any jurisdiction, government, or political
subdivision thereof, similar to Section 1542 (hereinafier referred to as a “Similar Provision™).
Thus, Owner and its agents, successors and assigns, and any business, enterprise, or venture in
which they are involved, may not invoke the benefits of Section 1542 or any Similar Provision in
order to prosecute or assert in any manner the matters Released in Paragraph 25(a) or
Paragraph 25(b) above. Section 1542 provides as follows:

“A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE CREDITOR
DOES NOT KNOW OR SUSPECT TO EXIST IN HIS OR HER FAVOR AT THE TIME OF
EXECUTING THE RELEASE, WHICH IF KNOWN BY HIM OR HER MUST HAVE
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MATERIALLY AFFECTED HIS OR HER SETTLEMBENT WITH THE DEBTOR.”

.

@  Indemplification, Owner acknowledges thut Optionge is relying on
Ownier’s representation end warranty that, other than the Existing Least, Ownsr hes not executed
and is unoware of any other lgases, fenahnies, subleases, or occupancy agrasmonts affeoting the
Property (“Ownet's Qceupniey Hepresentation™), In the event that Qwner's Occupancy
Represantation is untrue, thety without limiting Optionee's recourse for Qwner’s breach of
Ownet's Oceupancy Reproseifitation, if such other tenamts or ocoupents shatl be entitled 10
Relacation Beneflts, Owner shall have the sole end oxclusive rasponsibility for providing ati
such Relocation Benefits andipaying all relocation costs required to comply with all npplicable
federal and stads laws, roles, gnd regulations urd satisfying il Claims of such parties. Owner
herdby ngrees 1o indamnlfy, defend, protect and hold the Released Parties hamiess from and
against any Claims ssserted dainst or sustained by the Relensed Parties arising frot its breach
of the Owner's Occupancy Ritpreseriation, including without Hmitation claims for Relogation
Benaflts and inverse condemgiation.

Owmer's Initials: N

(¢}  Tenmofs Right ion Aspistapce. Notwithstanding anything in this
Sectipn 25 to the conwary, the Tenant shall not be deemed 10 have releaset any Claims for
Relucation Assistence unti! gheh time as the Tehant yaceives thz Relocation Compensation as
contempiated by Section A of this Apresmeant, At the time the Tenant seceivas the Kelocation
Compensatios, Tenant shali e deemed to have waived ali Ciaims for Relocation Compenyation
o set forth in the Naw Leass

26, Offesand Actemtancs. Dwner hop exeouted and ielivared thie Agresment as of
the Agreement Diate, Dwnerls axecution and delivery of thix 7, poerment 1o Qptionys copstituies
an offer te Optiotee on the trms and conditions set forth in “his Agrzement £%e “"Ofler"), The
O¢fer may be ascepred only ) following approval of the '-ansactions contemplated by this
Agreement by the City Couniell of The City of Redwaod Clty and (b) by Optionee’s execution of
thiz Agrreement in the stizastiire block set forth Sekaw sud the delivery of this Agresment 10
et 10 Optionse Joos nof aodept the Offer b exzouting this Agrecnivnt end dullvering it to
O aniet on nr Hofore Oatoberi2, 2610, rvrar shzll hove the right to revoke the Offar by vritten
netion o Optisnee.

[Remainder «f this prye intantionally lelt blank]

1
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N WITNESS WHE OE', the parties hereto have executed and defivered this
Agreement os of the dates set ort'n below.

's

"OWNER" E

SCHRADER LEASK nmﬁmmwn NG,
a California corporation i

QV!W_M&::{_W
Its: P,RESlDENTE
ok

-

pe %%//WY

Dated: _/?&/éﬁ

“OPTIONEE"

CITY OF REDWOOD CH1Y,
a chaﬂ city and municipal gorpoxation of the State of Colifornia

Nang; ot d)Cé/ C.. TnA i
Its: ‘\J"’f W}{b\/\((/f 24 i_
pues_ LCAYOLE \ﬁ’&,“ 10\

]

SilviaWo linden. City dﬂetL
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The undersigned, Generfl Hardware and Bullders Supply, Inc., hereby wu nowledges that i has
recelved 4 sopy of the foregoing|Real Estate Iption Agseement (the “Agreamaent”) hetwveen THE CITY
OF REDWOOD CITY, a chartr oity and 4 nunisipal sorporadun of the State of Colifornie
("Optinnes), and SCHRADER LEASK DEVELOPMENT, INC,. & Caitfornia corpuration
("Ownar™). Capltalized terms Wted but not defined In this Joinde and Acceptance by Tesont {the
“Yotndee™) shall have the meanlhgs given 1o 51 ch tetms in the Agicoment. For the benefit of Owner and
Cptioneo, Tonant heyeby ropresdits, warrants a1 agreas as follows:

I Tenunt c:ummtl,‘ Jusses the real jraperty lovated at 8¢ Chemical Way, {n the Cav of
Redwaood City, California (the “iProperty™) purstanttoa Stendnrd [ndastrlal/Commerclal Single Tunant
1.easo dated Februsry §, 2001 biftwens Tenant and Owner (the “Existing Lonso™).

from Qwner, then effective as of the Closing of the Lserow for suck aale, the Existing lLease fas shallt.
terrninuted (snid if requested, thel Tenant will execute woh agreements or otrer documentation reaconab.y
rayuested by Qwaer, Optionse dnd/cr the Esorow Flokier w confirm such termination), (b) the Jptior ee
(o1 it successor or assignes) shilt leuse-buck the Propurty to the Tenant purausnt to 8 lerse agreament to
be executed and deliverad by Oftionee {or it3 stecessor or assignen) ond the Tenant through the iscrow,
i the form of Exhibit F attached 1o the Agreement (the "New Lease™), ang () Optionea shalf dejos't in
Excrow (for release o the Tenatit upon the Closing) the sam of Five Hundred Thowsand Dollars
(8500,000) {1 “Redotntlor Cdmnperaation™; e fiull ard compleie sompensaion o Teuant 10 covar all
of Thnont's cou's 1o rolncats its businoss 1o anvther tooation and for dferuption all its business,

2, If Optionee (z}lts sucgessor or asuignes) convmnmatys the purchase of the Property

1 Provided tho ceinditions referred to in Parmeraph 2 abovo have beon satisfied, Tenent
ahull axscute and delivar the Welw Laaxe through the Bserow (togethor with appropriate saerow
ingrractions) and the HazardousMaterials Disclosute Cartificnte contemnplated theroby. Tenant
aoknowledges thal it hios had thi opgorunity o spview the New Lease with counsel or other advisvrs ol
it 0hG 1ot 615 that Tenan: appreves si terms and conditions & wreof, including without limiintion the
tesmts A0 conditions relating tthe landlord's right to terminate the New Lease upott six months' notice
and the Tensnt*s waiver of all Helosation Benefits (as defined in the Now Lease). Prior to the Closing,
‘Tenaat Furlher agress @ providd Owner, Optlonee, and the Eseow Holder with estoppel centificatas
scecrdance with tin provisions set forth in the Existing Leaso,

4, Tanant has notsubleased the Property or otherwise gramted rights of ocoupancy o
possasyion to any ofher party.

S, Yhe undersigndd exesuting this Jolnder have full aathority to bind the Tenent. Tenant
pokrowledges that Gwner ong Dptionee are telying on the promise: of Tenant set forth in this Joinder and
that absent sueh romjéen they would not execuse the Agreement.

Dpted: 52/ 7 / ¢ . Gwcm!yure nnme. Ine.
/ N 7

Nam/n w‘/{z‘:’/;’%‘) /E’C: 3£
By: V/C( P)’/S//M /’L'f

Uplton Agresment BO Chernlesl
10.03 2610 v.7
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ACCEPTANCE BY ESCROW HOLDER

First American Title Insurance Company hereby acknowledges that it has received a fully
executed counterpart of the foregoing Real Estate Option Agreement (“Contract”) and agrees to
act as Escrow Holder or agent under the Contract and to be bound by and perform the terms
thereof as such terms apply to Escrow Holder.

Dated: Vi b i First American Title Insurance Company

By: /’/'( 94«

Name: A5 Marsunpor-

Its: ;m@,a ﬂﬁ:«?ﬂiﬁd’@é / sprmc) ;ﬁd’(/u
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EXHIBIT A
DESCRIPTION OF REAL PROPERTY

LEGAL DESCRIPTION

fRed property in the Gy of Redwood Gity, County of San Maten, State of Cdifornia, described &
follows!

LOT 1, &5 SHOWN ON THAT CERTAIN MAP ENTITLED "WOODHOUSE INDUSTRIAL PARK,
REDWOOD CITY, CALIFORNIA®, FILED IN THE OFFICE OF THE COUNTY RECORDER OF SAN
MATEQ COUNTY, STATE OF CALIFORNIS, ON JUNE 17, 1966 IN BOOK 65 OF MAPS AT PAGE(S)
3.

APN: 052-392-190-6
JPN: 052-039-392-194

Option Agreement 8¢ Chemical
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EXHIBIT B
MEMORANDUM OF OPTION AGREEMENT

Recording Requested by and:
When Recorded Return to:

This Space For Recorder's Use Oaly

MEMORANDUM OF REAL ESTATE OPTION AGREEMENT

By this Memorandum of Real Estate Option Agreement (this “Memorandum’) dated as
of , 2010, (“Owner™), and THE CITY OF REDWOOD CITY,
a charter city and municipal corporation of the State of California (“Optionee”), acknowledge
and agree to the following:

1. Real Estate Option Agreement. Pursuant to the terms of that certain unrecorded
Real Estate Option Agreement (the “Option Agreement”), by and between Owner and
Optionee, dated as of , Owner has granted to Optionee the exclusive right and
option to purchase that certain real property, consisting of approximately acres, having
Assessor Parcel No. , located in the City of , County of
, State of California, as more particularly described on Exhibit A attached hereto
(the “Property™).

2. Term. The term of the Option Agreement, and any rights or interest of Optionee
in and to the Property created hereby, shall begin on the date of this Memorandum, and shall end
no later than December 31, 2011, and may end earlier as provided in the Option Agreement.

3. Price and Terms. The price and other terms are set forth in the Option
Agreement, all of the terms, covenants and conditions of which are incorporated herein by
reference as though set forth fully herein. In the event of any inconsistency between this
Memorandum and the Option Agreement, the Option Agreement shali control. All capitalized
terms used herein and not otherwise defined herein shall have the same meaning as is set forth in
the Purchaser Agreement.

4, Effect. Owner and Optionee have executed and recorded this Memorandum for
the purpose of imparting notice of the Option Agreement and the respective rights and

Option Agreement 80 Chemical
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obligations of Owner and Optionee thereunder. The obligations of Owner and Optionee to be
performed under the Option Agreement and this Memorandum, whether to be performed on the
Property or elsewhere and whether such obligations are affirmative or negative in nature, are
intended to and shall bind Owner and Optionee and shall bind and inure to the benefit of 'and
their respective heirs, successors and assigns.

IN WITNESS WHEREOF, Owner and Optionee have signed this Memorandum of
Option Agreement dated as of the date first set forth above.

OWNER:

By:

Name:

Its:

OPTIONEE:

CITY OF REDWOOD CITY, a charter city and
municipal corporation of the State of California

By:

Name:

Its:

Option Agreement 80 Chemical
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State of California

County of

On before me

Personally
appeared

who proved to me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are
subscribed 1o the within instrument and acknowledged to me that he/she/they executed the same in
his/her/their authorized capacity(ies) and that by his/her/their signature(s) on the instrument the person(s),
or the entity upon behalf of which the person(s) acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing
paragraph is true and correct.

WITNESS my hand and official seal.

Signature {seal)

State of California

County of

On before me

Personally
appeared

who proved to me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are
subscribed to the within instrument and acknowledged to me that he/she/they executed the same in
his/her/their authorized capacity(ies) and that by his/her/their signature(s) on the instrument the person(s),
or the entity upon behalf of which the person(s) acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing
paragraph is true and correct.

WITNESS my hand and official seal.

Signature (seal)

Option Agreement 80 Chemicat
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Exhibit A

Legal Description to Memorandum

LEGAL DESCRIPTION

Red property in the Cly of Redwood Gty, County of San Mateo, State of Cdifornia, described &
follows:

LOT 1, AS SHOWN ON THAT CERTAIN MAP ENTITLED "WOCDHOUSE INDUSTRIAL PARK,
REDWOOD CITY, CALIFORNIA", FILED IN THE OFFICE OF THE COUNTY RECORDER OF SAN
MATEO COUNTY, STATE OF CALIFORNIR, ON JUNE 17, 1966 IN BOOK 65 CF MAPS AT PAGE(S)
3.

APN: 052-392-190-6
JPN: D52-039-392-194

Option Agreement 80 Chemical
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EXHIBIT C

ASSIGNMENT AND BILL OF SALE

Reference is hereby made to that certain property located in the City of Redwood City,
County of San Mateo, California (the “Land”), as described in more detail on Exhibit A of that
certain Real Estate Option Agreement between Owner and Optionee (as such parties are defined
below) dated as of , 2010 (the “Agreement”). Capitalized terms used but not
defined in this Assignment and Bill of Sale (the “Assignment”) have the meaning given to such
terms in the Agreement.

For good and valuable consideration, receipt of which is hereby acknowledged, the
undersigned (“Owner”), does hereby, give, grant, bargain, sell, transfer, assign, convey and deliver
to THE CITY OF REDWOOD CITY, a charter city and municipal corporation of the State of
California {“Optionee™), the following:

(a) Owner's interest in all rights, privileges and easements appurtenant to the
Land, including, without limitation, all minerals, oil, gas and other hydrocarbon substances as
well as all development rights, air rights, water, water rights (and water stock, if any) relating to
the Land and any easements, rights-of-way or other appurtenances used in connection with the
beneficial use and enjoyment of the Land (collectively, the “Appurtenances™);

(b Owner's interest in all improvements and fixtures located on the Land,
including all buildings and structures presently located on the Land, all apparatus, equipment and
appliances used in connection with the operation or occupancy of the Land, such as heating and
air conditioning systems and facilities used to provide any utility services, refrigeration,
ventilation, garbage disposal, recreation or other services on the Land (all of which are
collectively referred to as the “lmprovements™ and, together with the Land and the
Appurtenances, the “Real Property”); and

(c) Owner's interest in any tangible or intangible personal property owned by
Owner and used in the ownership, use and operation of the Land, the Appurtenances and the
Improvements, including, without limitation, (i) the right to use any trade name now used in
connection with the Real Property, (ii) all of Owner’s right, title and interest in and to all plans
and specifications relating to the Real Property, (iii) all existing warranties and guaranties
(express or implied) relating to the Real Property, (iv) Owner’s rights under the contracts and
agreements, if any, described on Schedule ___hereto (the “Contracts™), and (v) the Property
Documenits all other intangible rights or claims that run with or relate to the Real Property
(collectively, the “Personal Property”).

Optionee hereby assumes all of the obligations of Assignor under the Contracts described
on Schedule ___ attached hereto, to the extent such obligations relate to the period after the
Closing under the Agreement (the “Transfer Date™), and agrees to be bound by such Contracts
from and after the Transfer Date for the remainder of the terms thereof. Optionee’s acceptance of
this Assignment shall not constitute or be deemed to constitute an assumption by Optionee of any
duties, liabilities or obligations of Owner under any other contracts or agreements.

Option Agreernent 8¢ Chemical
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Owner hereby covenants that it will, at any time and from time to time upon written request
therefor, execute and deliver to Optionee, its nominees, successor and /or assigns, any new or
confirmatory instruments and do and perform any other acts which Optionee, its nominees,
successors and/or assigns, may request in order to fully transfer possession and control of, and
protect the rights of Optionee, its nominees, successors and/or assigns in, all the assets of Owner
intended to be transferred and assigned hereby.

IN WITNESS WHEREOF, this Assignment is executed by Owner as of the date set forth
above.

OWNER:

OPTIONEE:

Option Agreement 80 Chemical
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SCHEDULE OF ASSUMED CONTRACTS

Onption Agreement 80 Chemical
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EXHIBIT D

[Intentionally omitted]
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EXHIBITE
LIST OF CONTRACTS
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EXHIBIT F
FORM OF LEASE

Option Agreement 80 Chemical
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LEASE AGREEMENT

80 CHEMICAL WAY

This Lease Agreement (this “Lease™), dated , for reference
purposes only, is made and entered into by and between THE CITY OF REDWOOD CITY, a
charter city and a municipal corporation of the State of California (“Landlord”), and
GENERAL HARDWARE AND BUILDERS SUPPLY, INC., a California corporation
(“Tenant”). Landlord and Tenant agree to the terms, covenants and conditions of this Lease, as
follows:

I Definitions

11 Property. The term “Property” shall mean the real property located at
80 Chemical Way in the City of Redwood City, California, together with all improvements now
or hereafter located on the real property, as described on Exhibit A .

1.2 Building. The term “Building(s)” shall mean, individually or
collectively as the case may be, the building or buildings located on the Property as of the date of
this Lease.

1.3 Premises. The term “Premises” shall mean the Property, the
Building(s), and any other improvements located on the Property.

1.4 Option Agreement. The term “Option Agreement” means the Real
Property Option Agreement between Landlord (as the “Optionee™) and Schraeder Leask
Development, Inc., a California corporation (as the “Owner”) dated , 2010,

2. Demise, Term and Possession

2.1 Demise of Premises. Landlord hereby leases the Premises to Tenant
and Tenant hereby leases the Premises from Landlord for the term, at the rental, and upon all of
the other terms, covenants and conditions set forth herein. Tenant acknowledges that it 1s
currently in possession of the Premises and accepts the Premises in their “as is” condition.
Landlord makes no representations or warranties regarding the condition of the Premises, the
Building(s) or the Property. Landlord shall have no obligation to make any alterations or
improvements to the Premises, the Building(s) or the Property.

22  Term and Delivery. The term of this Lease (the “Term”) (a) shall
commence on the date that Landlord consummates the purchase of the Property from Tenant (the
“Commencement Date”) and (b) shall expire on the date that this Lease is terminated by Tenant
or by Landlord as provided in Section 2.4 or Section 2.5, below; provided, however, that the
Term of the Lease in all event events shall expire on December 31, 2012, unless otherwise agreed
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in writing by Landlord and Tenant. The date upon which the term of the Lease expires or is
terminated in accordance with the terms of this Lease is referred to as the “Expiration Date.”

2.3 Delay in Delivery of Possession. The Commencement Date is
expected to occur on or before December 31, 2011 If for any reason Landlord fails to deliver
possession of the Premises to Tenant on the anticipated Commencement Date described above,
Landlord shall not be liable to Tenant therefor, nor shall such failure affect the validity of this
Lease or the obligations of Tenant hereunder.

24  Termination by Tenant Notwithstanding anything in this Lease to the
contrary, Tenant may terminate this Lease at any time, and for any or no reason, by delivering
written to Landlord at least thirty (30) days prior to the termination date specified in such notice.
If Tenant exercises such termination right, then the Expiration Daie shall be the date set forth in
such notice, provided such date is at thirty (30) days after the date such notice is delivered by
Tenant to Landlord.

2.5 Termination by Landlord. Notwithstanding anything in this Lease to the
contrary, Landlord may terminate this Lease at any time, and for any or no reason, by delivering
written notice (the “Landlord’s Termination Notice™) to Tenant at least six (6) months prior to
the termination date specified in such notice. If Landlord exercises such termination right, then
the Expiration Date shall be the date set forth in the Landlord’s Termination Notice, provided
such date is at least six (6) months after the date the Landlord’s Termination Notice is delivered
by Landlord to Tenant. Notwithstanding the preceding provisions of this Section 2.5 to the
contrary, Landlord shall not deliver Landlord’s Termination Notice until the later of (a) six (6)
months after the Commencement Date, and (b) the date that is six (6) months before the date on
which Landlord anticipates that it will require exclusive possession of the Premises in order to
commence demolition of the improvements on the Premises and construction of new
improvements on the Premises (the “Anticipated Possession Date”). Tenant acknowledges that
Landlord (or its successors or assigns) desires to acquire the Property and certain other real
property adjacent or contiguous to the Property as part of an assemblage of land that Landlord
presently intends to jointly develop as a unified project (the “Project”) and that the timing for the
planning, design, and permitting of the Project and the date by which Landlord shall require
exclusive possession of the Premises for commencement of demolition and other pre-
construction activities is difficult 1o ascertain with certainty. Accordingly, so long as Landlord
acts in good faith, the timing of Landlord’s delivery of the Landlord’s Termination Notice
pursuant to clause (b) of this Section 2.5 shall be binding on Tenant. However, if Landlord
delivers Landlord’s Termination Notice under clause (b) of this Section 2.5 and if as of the
Anticipated Possession Date Landlord in its sole discretion determines that it does not then
require possession of the Premises, then Landlord shall notify Tenant of such fact and the Term
of the Lease shall continue on a month-to-month basis at the rental amount set forth in Section
3.1. In such event, the month-to-month tenancy may be terminated by either Landlord or Tenant
by its delivery to the other party of written notice electing to terminate this Lease, provided that
Landlord shall not exercise such termination right until it determines in its sole discretion that it
will require possession within thirty (30) days after the delivery of such termination notice.
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2.6 Entry by Landlord. At any time during the Term, Landlord and its agents,
employees, contractors, consultants, and other designees (collectively, “Landlord’s Authorized
Parties™) may, upon two (2) business days’ prior written notice, enter upon the Property to
conduct any activity and perform any investigation, test, study or analysis for the purpose of
planning, designing, surveying, or otherwise developing the Property, including, but not limited
to, soils studies, engineering studies, tree surveys, archeological studies, biological studies,
utilities studies, hydrology studies, preparation of plans, and any other matters relating to
Landlord’s contemplated use of the Property. Landlord shall pay all costs with respect to such
studies and tests, Landlord’s Authorized Parties may bring such equipment on the Premises as is
necessary or appropriate to make such studies or otherwise undertake such activates. Landlord
shall use commercially reasonable efforts to minimize disturbance of Tenant’s business then-
being conducted at the Premises.

3 Rent.

31 Base Rent. Tenant shall pay to Landlord, for each calendar month of
the Term of this Lease, monthly base rent of Two Thousand Five Hundred Dollars (52,500} per
month (hereafter called “Base Rent™). The Base Rent shall not be increased during the Term
(including any extension of the Term as provided in Section 2.5) unless Tenant holds over after
the expiration of the Term as provided in Section 27).

3.2 Rent Defined; Manner of Payment. The term, “rent” as used in this
Iease shall include the Base Rent and all other sums required to be paid by Tenant to Landlord
pursuan to the terms of this Lease. Tenant shall pay to the order of Landlord (at the address
identified in the opening paragraph of this Lease) all rent payable under this Lease without
deduction, offset, or abatement, and without prior notice or demand, in advance on the first day
of each calendar month of the Term of this Lease. Rent shall be payable in lawful money of the
United States to Landlord at the address stated in the initial paragraph above or to such other
persons or at such other places as Landlord may from time to time designate in writing. Tenant’s
obligation to pay rent for any partial month shall be prorated on the basis of a thirty (30) day
month. Base Rent for the first full calendar month of the Lease term shall be paid to Landlord
upon the execution hereof.

3.3 Late Payment Charpe. If any installment of rent or any other sum due
from Tenant is not received by Landlord within three (3) days afier the date due, Tenant shall pay
to Landlord an additional sum equal to ten percent (10%) of the amount overdue as a late charge
to compensate for processing and accounting charges and any charges that may be incurred by
Landlord. Acceptance of any late charge shall not constitute a waiver of Tenant’s default with
respect to the overdue amount.

4. Use.
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4.1 Permitted Uses The Premises shall be used and occupied only for the
following purposes (the “Permitted Use”) and for no other use or purpose whatsoever: retail,
industrial, wholesale, and construction,

4.2  Compliance with Law. Tenant shall accept possession of the Premises
in their condition existing as of the date of Landlord’s delivery of possession thereof to Tenant,
subject to all laws, ordinances, codes, rules, orders, directions and regulations of lawful
governmental authority (collectively, “Applicable Laws”) regulating the use or occupancy of the
Premises, and all matters disclosed by any exhibits attached hereto. Tenant, at Tenant’s sole
expense, shall promptly comply with all Applicable Laws as may now or hereafter be in effect
relating to or affecting the condition, use or occupancy of the Premises. Without limiting the
foregoing, Tenant shall obtain all permits, clearances or other authorizations required from the
City of Redwood City and all other applicable governmental agencies and authorities required for
Tenant’s use and occupancy of the Premises.

4.3  Restrictions on Use. Tenant shall not use or permit the use of the
Premises in any manner that will tend to create waste on the Premises or constitute a nuisance to
any other occupant or user of the Building(s) or any other portion of the Property or adjacent
thereto or do or keep anything that will cause cancellation of or an increase in rates of any
insurance covering the Building(s). Tenant shall not use any apparatus, machinery, or other
equipment in or about the Premises that may overload existing electrical systems, and shall not
place any loads upon the floors, walls, or ceilings of the Premises which may jeopardize the
structural integrity of the Building(s) or any part thereof. Tenant shall not make any penetrations
of the roof or exterior of the Building(s) without the prior written approval of Landlord. No
materials or articles of any nature shall be stored outside of the Building(s) unless such storage
complies with all Applicable Laws and governmental requirements and the rules and regulations
set forth in Exhibit B hereto.

4.4 Hazardous Substances.

{a) Reportable Uses Require Consent. The term, "Hazardous
Substance," as used in this Lease, shall mean any product, substance, chemical, material, or
waste whose presence, nature, quantity, and/or intensity of existence, use, manufacture, disposal,
transportation, spill, release, or effect, either by itself or in combination with other materials
expected to be on the Premises, is either: (i) potentially injurious to the public health, safety or
welfare, the environment, or the Premises; (ii) regulated or monitored by any governmental
authority; or (iii) a basis for potential liability of Landlord to any governmental agency or third
party under any applicable statute or common law theory. Hazardous Substance shall include,
but not be limited to, hydrocarbons, petroleum, battery acid, gasoline, crude o0il, or any products
o1 by-products thereof. Tenant shall not engage in any activity in or about the Premises which
constitutes a Reportable Use (as hereinafter defined) of Hazardous Substances without the
express prior written consent of Landlord and compliance in a timely manner (at Tenant's sole
cost and expense) with all Applicable Laws (as defined in Section 4.2). "Reportable Use" shall
mean (i) the installation or use of any above or below ground storage tank, (i) the generation,
possession, storage, use, transportation, or disposal of a Hazardous Substance that requires a
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permit from, or with respect to which a report, notice, registration, or business plan is required to
be filed with, any governmental authority, and (iii) the presence in, on, or about the Premises of a
Hazardous Substance with respect to which any Applicable Laws require that a notice be given to
persons entering or occupying the Premises or neighboring properties. Notwithstanding the
foregoing, Tenant may, without Landlord's prior consent, but upon notice to Landlord and in
compliance with all Applicable Laws, use any ordinary and customary materials reasonably
required to be used by Tenant in the normal course of the Permitted Use, so long as such use is
not a Reportable Use and does not expose the Premises or neighboring properties to any
meaningful risk of contamination or damage, or expose Landlord to any liability therefor. In
addition, Landlord may (but without any obligation to do so) condition its consent to any
Reportable Use of any Hazardous Substance by Tenant upon Tenant's giving Landlord such
additional assurances as Landlord, in its reasonable discretion, deems necessary to protect itself,
the public, the Premises, and the environment against damage, contamination, injury, and/or
liability therefor, including but not limited to the nstallation (and, at Landlord's option, removal
on or before Lease expiration or earlier termination) of reasonably necessary protective
modifications to the Premises (such as concrete encasements) and/or the deposit of an additional
Deposit. Notwithstanding the above, Tenant may continue to utilize any Hazardous Substances,
including but not limited to those that would constitute a Reportable Use provided Tenant was
using such materials prior to the Commencement Date, Tenant discloses the types and quantities
of Hazardous Substances being used by Tenant as provided in Section 4.4(f), and all such
continuing use, handling, storage and disposal 1s done in accordance with all Applicable Laws.

() Duty to Inform Landlord. If Tenant knows, or has reasonable cause to
believe, that a Hazardous Substance is located in, under, or about the Premises or the Building(s),
Tenant shall immediately give Landlord written notice thereof, together with a copy of any
statement, report, notice, registration, application, perniit, business plan, license, claim, action, or
proceeding given to, or received from, any governmental authority or private party concerning
the presence, spill, release, discharge of, or exposure to such Hazardous Substance. Tenant shall
not cause or permit any Hazardous Substance to be spilled or released in, on, under, or about the
Premises (including, without limitation, through the plumbing or sanitary sewer system).

(c) Indemnification. Tenant shall indemnify, protect, defend, and hold
Landlord, and the officers, directors, officials, sharcholders, members, partners, employees,
managers, independent contractors, attorneys, and agents of the foregoing (collectively,
"Landlord Parties") and the Premises harmless from and against any and ali damages,
liabilities, judgments, costs, claims, liens, expenses, penalties, loss of permits, and attorneys' and
consultants' fees arising out of or involving any Hazardous Substance on or brought onto the
Premises during the Term by or for Tenant or by any of Tenant's employees, agents, contractors,
servants, visitors, suppliers, or invitees (such employees, agents, contractors, servants, visitors,
suppliers, and invitees as herein collectively referred to as "Tenant Parties™). Tenant's
obligations under this Section 4.4(c) shail include, but not be limited to, the effects of any
contamination or injury to person, property, or the environment created or suffered by Tenant,
and the cost of investigation (including consultants' and attorneys' fees and testing), removal,
remediation, restoration and/or abatement thereof, or of any contamination therein involved.
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(d)  Remedial Work by Tenant. If any investigation or monitoring of site
conditions or any clean-up, containment, restoration, removal or remediation of Hazardous
Substances (collectively, "Remedial Work") is required under any Applicable Laws as a result
of the handling, use, storage, treatment, transportation or disposal of any Hazardous Substances
after the Commencement Date by Tenant or any Tenant Party, then Tenant shall perform or cause
to be performed the Remedial Work in compliance with Applicable Laws or, at Landlord's
option, Landlord may cause such Remedial Work to be performed and Tenant shall reimburse
Landlord for all costs relating to such Remedial Work within thirty (30) days after demand. All
Remedial Work performed by Tenant shall be performed by one or more contractors, selected by
Tenant and approved in advance in writing by Landlord, and under the supervision of a
consulting engineer selected by Tenant and approved in advance in writing by Landlord. All
costs and expenses of such Remedial Work shall be paid by Tenant, including, without
limitation, the charges of such contractor(s), the consulting engineer and Landlord's reasonable
attorneys' and experts' fees and costs incurred in connection with monitoring or review of such
Remedial Work

{e) Landlord Inspection Rights. Landlord shall have the right, at any time
with two (2) business days prior written notice to Tenant, to inspect the Premises and conduct
tests and investigations to determine whether Tenant is in compliance with the provisions of this
Section 4. The costs of all such inspections, tests and investigations shall be borne solely by
Landlord, unless it is determined that Tenant is not in compliance with this Section 4, in which
event Tenant shall reimburse Landiord for such costs within ten (10) days after Landlord’s
demand. The foregoing rights granted to Landlord shall not, however, create (i) a duty on
Landlord's part to inspect, test, investigate, monitor or otherwise observe the Premises or the
activities of Tenant or any Tenant Party with respect to Hazardous Substances, including, but not
limited to, Tenant's operation, use or remediation thereof, or (ii) liability on the part of Landlord
or any Landlord Entity for Tenant's use, storage, treatment, transportation, release, or disposal of
any Hazardous Substances, it being understood that Tenant shall be solely responsible for all
liability in connection therewith.

(f) Hazardous Substances Disclosure Certificate. Prior to executing this
Lease, Tenant has completed, executed and delivered to Landlord a Hazardous Materials
Disclosure Certificate ("Initial Disclosure Certificate"), a fully completed copy of which is
attached hereto as Exhibit C and incorporated herein by this reference. The completed
Hazardous Substances Disclosure Certificate shall be deemed incorporated into this Lease for all
purposes, and Landlord shall be entitled to rely fully on the information contained therein.
Tenant shall, at such times as Tenant desires to handle, produce, treat, store, use, discharge or
dispose of new or additional Hazardous Substances on or about the Premises that were not listed
on the Initial Disclosure Certificate, complete, execute and deliver to Landlord an updated
Disclosure Certificate (cach, an "Updated Disclosure Certificate") describing Tenant's then
current and proposed future uses of Hazardous Substances on or about the Premises, which
Updated Disclosure Certificates shall be in the same format as that which is set forth in
Exhibit C or in such updated format as Landlord may reasonably require from time to time.
Tenant shall deliver an Updated Disclosure Certificate to Landlord not less than thirty (30) days

prior to the date Tenant intends to commence the manufacture, treatment, use, storage, handling,
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discharge or disposal of new or additional Hazardous Substances on or about the Premises, and
Landlord shall have the right to approve or disapprove such new or additional Hazardous
Substances in its reasonable discretion. Tenant shall make no use of Hazardous Substances on or
about the Premises except as described in the Initial Disclosure Certificate or as otherwise
approved by Landlord in writing in accordance with this Section 4.4(f).

4.5  Covenants, Conditions, and Restrictions. Tenant shall comply with all
covenants, conditions, and restrictions (if any) that now or hereafter encumber the Property and
any subsequent amendments thereto.

4.6 Rules and Applicable Laws. Tenant shall comply with all rules and
regulations set forth in Exhibit C hereto and any subsequent amendments thereto.

5. Taxes.

5.1  Tenant's Personal Property. Tenant shall pay prior to delinquency all
taxes, license fees, and public charges assessed or levied against Tenant or Tenant’s estate in this
Lease or Tenant’s leasehold improvements, trade fixtures, furnishings, equipment and all other
personal property and merchandise of Tenant situated in or about the Premises.

5.2 Landlord’s Obligations to Pay Real Property Taxes. Landlord shall
pay all Real Property Taxes (as hereinafter defined) which become due during the Lease term.
The term “Real Property Taxes” as used herein shall mean the ad valor real property taxes and
assessments shown on tax bills issued by the tax assessor’s office.

6. Maintenance and Repairs.

6.1 Tenant's Obligations. Except as otherwise specifically provided herein
Tenant shall throughout the Term, at Tenant’s expense, keep in safe condition and in
substantially the same condition existing as of the Commencement Date (including any defects
existing as of the Commencement Date, and further subject to reasonable wear and tear and
damage arising from casualty or any taking of the Premises by any governmental authority), the
Premises and every part thereof, including without limitation, (a) the foundation and exterior
walls of the Building(s) (inchiding the exterior and interior of all walls and the exterior and
interior of all windows, doors and plate glass), (b) the roof of the Building(s), including structural
supports and the roof membrane, (c) all plumbing, fire sprinkler and sewage systems, and all
ducts, pipes, vents or other parts of the healing, ventilation and air conditioning system (the
“HVAC™ which are located in the Building(s), (d) all electrical and lighting facilities, systems,
applances, and equipment, including all wiring therein, (e) all fixtures, interior walls, interior
surfaces of exterior walls, floors, and ceilings, (f) all windows, doors, entrances, all glass
(including plate glass), and skylights located within the Premises, (g) all landscaping, parking
areas, loading areas, and (h) any other tanks, equipment or other apparatus located on the
Property. Tenant shall provide all cleaning, window washing, and janitorial service required for
the Premises. All repairs required to be made by Tenant shall be made in accordance with all
Applicable Laws. If the repair work required above affects the structural parts of the Building(s),
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or if the estimated cost of any item of repair exceeds Fifty Thousand Dollars ($50,000), then
Tenant shall first obtain Landlord’s written approval of the scope of work, plans therefor,
materials to be used and the contractor. Notwithstanding anything in this Section 6.1 or
elsewhere in this Lease to the contrary, Tenant shall have no obligation to perform or pay for (a)
repair or maintenance of the Premises or the Building(s), to the extent such maintenance and
repair is attributable to a casualty subject to the provisions of Section 13 hereof or a
condemnation subject to the provisions of Section 14 hereof or (b) repairs for any heating,
ventilation, air conditioning or other equipment or component of the Building(s) if (i) the
reasonable cost of repair or replacement of any such item exceeds Five Thousand Dollars and (ii)
Tenant has not taken any action in violation of this Lease that has caused the damage to such
item that necessitates the repair or replacement.

6.2  Landiord’s Obligations. Tenant acknowledges that Landiord shall
have no obligation whatsoever to maintain or repair the Property, the Building(s) or the Premises
or to provide any services relating thereto other than the obligation to repair the Premises in the
event of a casualty to the extent set forth in Section 13 of this Lease. Tenant hercby waives the
benefit of any statute now or hereinafter in effect which would otherwise afford Tenant the right
to make repairs at Landlord’s expense o1 to terminate this Lease because of Landlord’s failure to
keep the Premises in good condition, order and repair. Tenant specifically waives all rights it
may have under Sections 1932(1), 1941, and 1942 of the California Civil Code, and any similar
or successor statute or law.

6.3  Condition of Premises. Landlord acknowledges that pursuant to
Paragraph 13(d) of the Option Agreement it has purchased the Property from Owner in its “as
is” condition and has released the Owner and the “Owner’s Parties” (as defined therein) from
certain claims. For purposes of Section 6.1 and Section 26 of this Lease, Tenant shall be
deemed a third party beneficiary of Paragraph 13(d) of the Option Agreement, provided that
Tenant shall not be released from any demands, claims, legal or administrative proceedings,
losses, labilities, damages, penalties, fines, liens, judgments, costs or expenses arising from any
spill, release, or other handling of Hazardous Substances by Tenant or any Tenant’s Parties or
any violation of Applicable Laws arising from the activities of Tenant or any Tenant’s Parties.

7. Alterations.

7.1 Landlord’s Consent Required. Except for Permitted Alterations (as
defined below), Tenant shall not, without Landlord’s prior written consent, make any alterations,
improvements, additions, or utility installations (collectively the “alterations”) in, on or about
the Premises. As used in this Section 7.1, the term “utility installation” means power panels,
wiring, florescent fixtures, space heaters, conduits, air conditioning and plumbing. Prior to
construction or installation of any alterations, Landlord may require Tenant to provide Landlord,
at Tenant’s expense, a lien and completion bond in an amount equal to the estimated cost of such
alterations, to insure Landlord against any liability for mechanic’s and materialmen’s liens and to
insure completion of the work. Should Tenant make any alterations without the prior written
consent of Landlord, Tenant shall immediately remove the same at Tenant’s expense upon
demand by Landlord. Any alterations made by Tenant shall not interfere with the use or
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occupancy of the Building(s) by any other tenants nor interfere with the operation of any
mechanical apparatus or electrical or plumbing system in the Building(s). Notwithstanding the
foregoing, Tenant shall have the right to make non-structural alterations and utility installations
the cost of which does not exceed $50,000 during the Term of this Lease so long as such
alterations and utility installations are installed in accordance with Applicable Laws and Tenant
obtains all permits required for such alterations or utility installations (collectively, “Permitted
Alterations™)

7.2 Plans and Permits. Any alteration (other than Permitted Alterations)
that Tenant desires to make in or about the Premises and which requires the consent of Landlord
shall be presented to Landlord in written form, with proposed detailed plans and specifications
therefor prepared at Tenant’s sole expense. Any consent by Landlord thereto shall be deemed
conditioned upon Tenant’s subsequent acquisition of all permits required to make such alteration
from all appropriate governmental agencics, the furnishing of copies thereof to Landlord to the
extent required prior to commencement of the work, and the compliance by Tenant with all
conditions of said permits in a prompt and expeditious manner, all at Tenant’s sole expense.
Upon completion of any such alteration, Tenant, at Tenant’s sole cost, shall immediately deliver
to Landlord “as-built” plans and specifications therefor.

7.3 Construction Work Done by Tenant. All construction work required
or permitted to be done by Tenant shall be performed by a licensed contractor in a prompt,
diligent, and good and workmanlike manner and shall conform in quality and design with the
Premises existing as of the Commencement Date, and shall not diminish the value of the
Building(s) or the Property. In addition, all such construction work shall be performed in
compliance with all applicable statutes, ordinances, regulations, codes and orders of
governmental authorities and insurers of the Premises. Tenant or its agents shall secure all
licenses and permits necessary therefor.

74  Title to Alterations. Tenant may but shall not be required to remove
any alterations at the termination of the Lease Notwithstanding the provisions of this Section 7.4,
Tenant’s furnishings, machinery and equipment, including that which is affixed to the Premises
may but shall not be required to be removed by Tenant and any damage caused by such removal
shall not be charged to Tenant. Tenant shall be solely responsible for the maintenance and repair
of any and all alterations, additions or improvements made by Tenant to the Premises.

8. Mechanics® Liens. Tenant shall keep the Premises and the Property
free from any liens attributable to Tenant. If any such claim of lien is recorded, Tenant shall
bond against or discharge the same within ten (10) days after the same has been recorded against
the Premises or the Property. Tenant shall give Landlord notice of the date of commencement of
any work in the Premises not less than ten (10} days prior thereto, and Landlord shall have the
right to post notices of non-responsibility or similar notices in or on the Premises in connection
therewith.

9. Utilities and Scrvices. Tenant shall pay all charges for water, gas,
electricity, telephone, refuse pickup, janitorial services, and all other utilities and services
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supplied or furnished to the Premises during the Term of this Lease, together with any taxes
thereon. In no event shall Landlord be liable to Tenant for any failure or interruption of utility
service except to the extent caused by the active negligence or misconduct of Landlord. No
failure or interruption of any such utilities or services shall entitle Tenant to terminate this Lease
or to withhold rent or other sums due hereunder and unless otherwise specifically provided
herein. Landlord shall not be responsible for providing security guards or other security
protection for all or any portion of the Premises or the Property, and Tenant shall at its own
expense provide or obtain such security services as Tenant shall desire to ensure the safety of the
Premises and the Property.

10.  Indemnity. Tenant hereby indemmifies Landlord and the Landlord
Parties (collectively, the “Indemnified Parties”) and holds the Indemnified Parties harmless
from and against any and all claims for damage, loss, expense or liability due to, but not limited
{o, bodily injury, including death, resulting at any time therefrom, and/or property damage, now
or hereafter arising from any act, work or things done or permitted to be done or otherwise
suffered, or any omission to act, in or about the Premises, by Tenant or by any of Tenant’s
agents, employees, contractors, or invitees during the Term, or from any breach or default by
Tenant in the performance of any obligation on the part of Tenant to be performed under the
terms of this Lease, except to the extent such damage, loss, expense or liability is caused by the
active negligence or willful misconduct of Landlord or its employces or agents. Tenant shall also
indemnify Landlord from and against all damage, loss, expense (including without limitation,
attorneys’ fees), and liability incurred or suffered by Landlord in the defense of any such claim or
any action or proceeding brought thereon provided Tenant is found to be at fault and Landlord
has not through its negligence or willful misconduct caused such damage, loss, expense or
Hability. In the event any action or proceeding shall be brought against Landlord by reason of
any such claim, Tenant upon notice from Landlord shall defend the same at Tenant’s expense by
counsel reasonably satisfactory o Landlord. The obligations of Tenant contained in this
paragraph shall survive the termination of this Lease

11.  Waiver of Claims. Tenant hereby waives any claims against Landlord
for injury to Tenant’s business or any loss of income therefrom or for damage to the goods,
wares, merchandise or other property of Tenant, or for injury or death of Tenant’s agents,
employees, invitees, or any other person in or about the Premises from any cause whatsoever,
except to the extent caused by Landlord’s active negligence or willful misconduct

12, Insurance.

12.1 Tenant's Liability Insurance. Tenant shall, at Tenant’s expense,
obtain and keep in force during the term of this Lease a policy of commercial general liability
insurance insuring Landlord and Tenant against any liability arising out of the condition, use,
occupancy or maintenance of the Premises. Such policy of insurance shall have a limit for bodily
injury and property damage in an amount not less than One Million Dollars (§1,000,000). The
policy shall contain cross liability endorsements and shall insure performance by Tenant of the
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indemnity provisions of Section 10. The limits of said insurance shall not, however, limit the
liability of Tenant hereunder.

12.2 Tenant’s Property Insurance. Tenant shall, at Tenant's sole
expense, obtain and keep in force during the Term of this Lease, a policy of fire and extended
coverage insurance including a standard “all risk” endorsement, and a sprinkler leakage
endorsement (if the Premises shall be sprinklered), insuring the inventory, fixtures, equipment,
personal property, and leasehold improvements and alterations of Tenant within the Premises for
the full replacement value thereof, as the same may increase from time to time due to mflation or
otherwise. The Landlord shall have no interest in the proceeds of such insurance.

123 Landlord’s Liability Insurance. Landlord shall maintain a policy or
policies of commercial general hability insurance insuring Landlord (and such other entities as
may be designated by Landlord) against Hability for personal injury, bodily injury or death and
damage to property occurring or resulting from an occurrence in, on, or about the Property with
liabilities limits as Landlord may determine in its sole discretion.

12.4 Property Insurance. Landlord shall obtain and keep in force during
the Term of this Lease a policy or policies of insurance for the benefit of Landlord and Tenant
covering loss or damage to the Building(s), but excluding coverage of merchandise, fixtures,
equipment, and leasehold improvements of Tenant, which are not considered part of the real
estate for insurance purposes, in the amount of the full replacement value thereof, providing
protection against all risks of direct physical loss or damage (except the perils of flood and/or
earthquake), including coverage for debris removal and the enforcement of any Applicable
Requirements requiring the upgrading, demolition, reconstruction or replacement of any portion
of the Premises as the result of a covered loss. Said policy or policies shall also permit the waiver
of subrogation. If such insurance coverage has a deductible clause, the deductible amount shall
not exceed $50,000 per occurrence. All proceeds under such policies of insurance shall be
payable to Landlord, and Tenant shall have no interest in or right to such proceeds.

12.5 Other Insurance. Tenant shall obtain worket's compensation and
employer's liability or other similar insurance to the extent required by Applicable Laws.

12.6 Insurance Policies. The insurance required to be obtained by
Tenant pursuant to Sections 12.1 and 12.2 shall be primary insurance and (a) shall provide that
the insurer shall be liable for the full amount of the loss up to and including the total amount of
Hability set forth in the declarations without the right of contribution from any other insurance
coverage of Landlord, (b) shall be in a form satisfactory to Landlord, (c) shall be carried with
companies reasonably acceptable to Landlord, and (d) shall specifically provide that such policies
shall not be subject to cancellation, reduction of coverage or other change except after at least the
insurance provider endeavors to provide thirty (30) days prior written notice to Landiord. The
policy or policies, or duly executed certificates for them, together with satisfactory evidence of
payment of the premium thereon, shall be deposited with Landiord on or prior to the
Commencement Date, and upon cach renewal of such policies, which shall be effected not less
than, thirty (30) days prior to the expiration date of the term of such coverage. Tenant shall not
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do or permit to be done anything which shall invalidate any of the insurance policies to be carried
by Tenant or Landlord hereunder

127 Waiver of Subrogation. Tenant and Landlord each hereby waives
any and all rights of recovery against the other, or against the officers, employees, agents and
representatives of the other, for loss of or damage to the property of the waiving party or the
property of others under its control, where such loss or damage is insured against under any
insurance policy carried by Landlord or Tenant and in force at the time of such loss or damage
(or where such loss or damage would have been insured under an insurance policy required to be
carried by Landlord or Tenant hereunder, if Landlord or Tenant had in fact carried such policy).
Tenant and Landlord shall, upon obtaining the policies of insurance required hereunder, give
notice to the insurance carrier or carriers that the foregoing mutual waiver of subrogation is
contained in this Lease.

12.8 No Limitation of Liability. Landlord makes no representation that
the limits of liability specified to be carried by Tenant or Landlord under the terms of this Lease
are adequalte to protect any party. If Tenant believes that the insurance coverage required under
this Lease is insufficient to adequately protect Tenant, Tenant shall provide, at its own expense,
such additional insurance as Tenant deems adequate.

13 Damage or Destruction.

13.1 Minor Damage. If the Premiscs or the Building(s), as the case may
be, are damaged so that the repairs may be made within four (4) months (as reasonably
determined by Landlord) after the occurrence of the casualty, then provided Landlord has not
previously elected to terminate this Lease under Section 2.5, Landlord shall at Landlord’s
expense repair such damage as soon as reasonably possible and this Lease shall continue in full
force and effect.

13.2 Material Damage; Uninsured Damage. If at any time during the
Term hereof the Premises or the Building(s) is damaged so that the damage cannot be repaired
(as reasonably determined by Landlord) within four (4) months after the occurrence of the
casualty, then Landlord may at Landlord’s option either (a) repair such damage at Landlord’s
expense, in which event this Lease shall continue in full force and effect, or (b) give written
notice of termination of this Lease to Tenant within thirty (30) days after the date of the
occurrence of such damage, with the effective date of such termination to be the date of the
occurrence of such damage. Notwithstanding the above, if the damage does not prohibit Tenant
from utilizing the remaining portion of the Premises and Tenant desires to do so, then Tenant
may remain on the Premises, provided it may do so without violating any Applicable Law
relating to health and safety, until the Lease would otherwise terminate without regard to the
damage. In such event, the rent shall be abated in proportion to the amount of the Premises
which is not useable as a result of the damage.

133 Abatement of Rent. Notwithstanding anything to the contrary
contained in this Section 13, if the Premises are partially damaged and Landlord repairs or
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restores them pursuant to the provisions of this Section 13, the Base Rent payable hereunder for
the period commencing on the occurrence of such damage and ending upon completion of such
repair or restoration shall be abated in proportion to the extent to which Tenant’s use of the
Premises is impaired during the period of repair; provided that, nothing herein shall be construed
to preclude Landlord from being entitled to collect the full amount of any rental loss insurance
proceeds. Except for abatement of rent, if any, Tenant shall have no claim against Landlord for
any damage suffered by reason of any such damage, destruction, repair or restoration other than
for Landiord’s active negligence or willful misconduct.

134 Waiver., Tenant waives the provisions of California Civil Code
Sections 1932(2) and 1933(4), and any similar or successor statutes relating to termination of
leases when the thing leased is substantially or entirely destroyed, and agrees that any such
occurrence shall instead be governed by the terms of this Lease.

13.5 Tenant’s Property. Landlord’s obligation to rebuild or restore shall
not include restoration of Tenant’s trade fixtures, equipment, merchandise, or any improvements,
alterations or additions made by Tenant to the Premises, except to the extent they have become a
part of the Property pursuant to Section 7.5 and Landlord receives insurance proceeds therefor.

13.6 Notice of Damage. Tenant shall notify Landlord within five (5)
days after the occurrence thereof of any damage to all or any portion of the Premises. In no event
shall Landlord have any obligation to repair or restore the Premises pursuant to this Section 13
until a reasonable period of time afier Landlord’s receipt of notice from Tenant of the nature and
scope of any damage to the Premises, and a reasonable period of time to collect insurance
proceeds arising from such damage (unless such damage is clearly not covered by insurance then
in effect covering the Premises).

13.7 Replacement Cost. The determination in good faith by Landlord of
the estimated cost of repair of any damage, or of the replacement cost, shall be conclusive for
purposes of this Section 13.

138 Tenant’s Neglipence. Notwithstanding anything in this Section 13
to the contrary, Landlord shall not be required to repair any damage from a fire or other casualty
if the damage arises from the negligence or willful misconduct of Tenant or any of Tenant’s
Parties.

14. {Intentionally omitted.]

15. Assignment and Subletting. Tenant shall not assign this Lease, or any
inlerest therein, voluntarily or involuntarily, and shall not sublet the Premises or any part thereof,
or any right or privilege appurtenant thereto, or suffer any other person (the agents and servants
of Tenant excepted) to occupy or use the Premises (by way of license, concession, or otherwise),
or any portion thereof, without the prior written consent of Landlord 1 each instance pursuant to
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the terms and conditions set forth below, which consent may be granted or withheld in
Landlord’s sole and absolute discretion.

151 Documentation. Prior to any assignment or sublease which Tenant
desires to make, Tenant shall provide to Landlord the name and address of the proposed assignee
or sublessee, and true and complete copies of all documents relating to Tenant’s prospective
agreement to assign or sublease, and shall specify all consideration to be received by Tenant for
such assignment or sublease in the form of lump sum payments, installments of rent, or
otherwise. For purposes of this Section 15, the term “consideration” shall include, without
limitation, all monies or other consideration of any kind, including but not limited to, bonus
money, and payments {(in excess of book value thereof) for Tenant’s assets, fixtures, inventory,
accounts, good will, equipment, furniture, general intangibles, and any capital stock or other
equity ownership of Tenant.

152 Terms and Conditions. Fach assignment or sublease agreement to
which Landlord has consented shall be an instrument in writing in form satisfactory to Landlord,
and shall be executed by both Tenant and the assignee or sublessce, as the case may be. Each
such assignment or sublease agreement shall recite that it is and shall be subject and subordinate
to the provisions of this Lease, that the assignee or sublessee accepts such assignment or sublease
and agrees to perform all of the obligations of Tenant hereunder (to the extent such obligations
relate to the portion of the Premises assigned or subleased), and that the termination of this Lease
shall, at Landlord’s sole election, constitute a termination of every such assignment or sublease.
In the event Landlord shall consent to an assignment or sublease, Tenant shall nonetheless
remain primarily liable for all obligations and labilities of Tenant under this Lease, including but
not limited to the payment of rent. Tenant agrees to reimburse Landlord upon demand for
reasonable attomeys’ fees incurred by Landlord in connection with the negotiation, review, and
documentation of any such requested assignment or sublease. Tenant hereby stipulates that the
foregoing terms and conditions are reasonable

153 Parinership or Limited Liability Company. If Tenant is a
partnership or limited liability company, a transfer, voluntary or involuntary, of all or any part of
an interest in the partnership or limited liability company, or the dissolution of the partnership or
limited liability company, shall be deemed an assignment requiring Landlord’s prior written
consent.

154 Corporation. If Tenant is a corporation, any dissolution, merger,
consolidation, or other reorganization of Tenant, or the transfer, either all at once or in a series of
transfers, of a controlling percentage of the capital stock of Tenant, or the sale, or series of sales
within any one (1) year period, of all or substantially all of Tenant’s assets located in, on, or
about the Premises, shall be deemed an assignment. The phrase “controlling percentage” means
the ownership of, and the right to vote, stock possessing at least fifty-one percent (51%) of the
total combined voting power of all classes of Tenant’s capital stock issued, outstanding, and
entitled to vote for the election of directors. The provisions of this paragraph shall not apply to
Tenant if Tenant is a corporation the stock of which is listed on a national securities exchange (as
this term is used in the Securities Exchange Act of 1934, as amended), 1s publicly traded on the
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over-the-counter market and prices therefor are published daily on business days in a recognized
financial journal, or becomes subject to this provision by making an initial public offering.

15.5 Landlord’s Remedies. Any assignment or sublease without
Landlord’s prior written consent shali at Landlord’s election be void, and shall constitute a
default. The consent by Landlord to any assignment or sublease shall not constituie a waiver of
the provisions of this Section 15, including the requirement of Landiord’s prior written consent,
with respect to any subsequent assignment or sublease. If Tenant shall purport to assign this
Lease or sublease all or any portion of the Premises, or permit any person or persons other than
Tenant to occupy the Premises, without Landlord’s prior written consent, Landlord may collect
rent from the person or persons then or thereafter occupying the Premises and apply the net
amount collected to the rent reserved herein, but no such collection shall be deemed a waiver of
Landlord’s rights and remedies under this Section 15 or the acceptance of any such purported
assignee, sublessee or occupant, or a release of Tenant from the further performance by Tenant of
covenants on the part of Tenant herein contained.

15.6 Encumbrances, Licenses and Concession Agreements. Tenant
shall not encumber its interest under this Lease or any rights of Tenant hereunder, or enter into
any license or concession agreement respecting all or any portion of the Premises, without
Landlord’s prior written consent, and Tenant’s granting of any such encumbrance, license, or
concession agreement shall constitute an assignment for purposes of this Section 15.

16. Default by Tenant.

16.1 Event of Default. The occurrence of any one or more of the
following events (an “Event of Default”), shall constitute a default and breach of this Lease by
Tenant:

(a) The failure by Tenant to make any payment of rent or any other
payment required to be made by Tenant hereunder, as and when due afier five (5) days prior
writien notice to Tenant;

(b) Tenant’s failure to perform any other term, covenant or condition
contained in this Lease and such failure shall have continued for twenty (20) days after written
notice of such failure is given to Tenant; provided that, where such failure cannot reasonably be
cured within said twenty (20) day period, Tenant shall not be in default if Tenant commences
such cure within said twenty (20) day period, and thereafter diligently completes such cure within
sixty (60) days;

(c) Tenant’s failure to continuously and uninterruptedly conduct its
business in the Premises for a period of more than thirty (30) consecutive days, or Tenant’s
removal of all or substantially all of its equipment and other possessions from the Premises,
without in either case providing security protection for the Premises reasonably satisfactory to
Landlord;
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{d) Tenant’s breach of Section 15 of this Lease;
{e) Tenant’s assignment of its assets for the benefit of its creditors;

{f) The sequestration of, attachment of, or execution on, any substantial
part of the property of Tenant or on any property essential to the conduct of Tenant’s business on
the Premises, and Tenant shall have failed to obtain a return or release on such property within
sixly (60) days thereafter, or prior to sale pursuant to such sequestration, attachment or execution,
whichever is earlier;

{(g)  Anentry of any of the following orders by a court having jurisdiction,
and such order shall have continued for a period of sixty (60) days: (1) an order for relief in any
proceeding under Title 11 of the United States Code, or an order adjudicating Tenant to be
bankrupt or insolvent; (2) an order appointing a receiver, trustee or assignee of Tenant’s property
in bankruptcy or any other proceeding; or (3) an order directing the winding up or liquidation of
Tenant; or

(h} The filing of a petition to commence against Tenant an involuntary
proceeding under Title 11 of the United States Code, and Tenant shall fail to cause such petition
to be dismissed within sixty (60) days thereafter.

16.2 Remedies Upon any Event of Default, Landlord shall have the
following remedies, in addition to all other rights and remedies provided by law or equity:

(a) To the extent permitted by Applicable Law, Landlord shall be entitled
to keep this Lease in full force and effect for so long as Landlord does not terminate Tenant’s
right to possession {(whether or not Tenant shall have abandoned the Premises), and Landlord
may enforce all of its rights and remedies under this Lease, including the right to recover rent and
other sums as they become due under this Lease, plus interest at the lower of five percent (5%)
per annum plus the discount rate of the Federal Reserve Bank of San Francisco, or the highest
rate then allowed by law, from the due date of each installment of rent or other sum until paid; or

(b)  Landlord may terminate the Tenant’s right to possession by giving
Tenant written notice of termination. On the giving of the notice, this Lease and all of Tenant’s
rights in the Premises shall terminate. Any termination under this paragraph shall not release
Tenant from the payment of any sum then due Landlord or from any claim for damages or rent
previously accrued or then accruing against Tenant.

In the event this Lease is terminated pursuant to this Section 16.2(b),
Landiord may recover from Tenant:

(H the worth at the time of award of the unpaid rent which had been
earned at the time of termination; plus
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(2) the worth at the time of award of the amount by which the unpaid rent
which would have been earned after termination until the time of award exceeds the amount of
such rental loss for the same period that Tenant proves could have been reasonably avoided; plus

(3) the worth at the time of award of the amount by which the unpaid rent
for the balance of the term: afier the time of award exceeds the amount of such rental loss for the
same period that Tenant proves could be reasonably avoided; plus

(4)  any other amount necessary to compensate Landlord for all the
detriment approximately caused by Tenant’s failure to perform Tenant’s obligations under this
Lease, or which in the ordinary course of things would be likely to result therefrom.

The “worth at the time of award” of the amounts referred fo in
Subparagraphs (1} and (2) of this Section 16.2(b) shali be computed by allowing interest at the
lower of five percent (5%) per annum plus the discount rate of the Federal Reserve Bank of San
Francisco, or the maximum rate then permitted by law. The “worth at the time of award” of the
amount referred to in Subparagraph (3) of this paragraph shall be computed by discounting such
amount at the discount rate of the Federal Reserve Bank of San Francisco at the time of award
plus one percent (1%).

(¢}  This Lease may be terminated by a judgment specifically providing for
termination, or by Landlord’s delivery to Tenant of written notice specifically terminating this
Lease. In no event shall any one or more of the following actions by Landlord, in the absence of
a written election by Landlord to terminate this Lease, constitute a termination of this Lease or a
waiver of Landlord’s right to recover damages under this Section 16:

(1) appointment of a receiver in order to protect Landlord’s interest
hereunder;

(2) consent to any subletting of the Premises or assignment of this Lease
by Tenant, whether pursuant to provisions hereof concerning subletting and assignment or
otherwise.; or

(3)  any other action by Landlord or Landlord’s agents intended to mitigate
the adverse effects of any Event of Default of this Lease by Tenant, including without limitation
any action taken to maintain and preserve the Premises, or any action taken to relet the Premises
or any portion thereof for the account of Tenant and in the name of Tenant.

16.3 No Relief From Forfeiture After Defauli Tenant waives all rights
of redemption or relief from forfeiture under California Code of Civil Procedure Sections 1174
and 1179, and under any other present or future law, in the event Tenant is evicted or Landlord
otherwise lawfully takes possession of the Premises by reason of any Event of Default.

164 Landlord’s Right to Perform Tenant’s Obligations. If an Event of
Default by Tenant shall occur hereunder, then Landlord may, but shall not be obligated to, make
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such payment or perform such other act to the extent Landlord may deem desirable, and may, in
connection therewith, pay any and all expenses incidental thereto and employ counsel. No such
action by Landlord shall be deemed a waiver by Landlord of any rights or remedies Landlord
may have as a result of such failure by Tenant, or a release of Tenant from performance of such
obligation. All sums so paid by Landlord, including without limitation all penalties, interest and
costs in connection therewith, shall be due and payable by Tenant to Landlord on the day
immediately following any such payment by Landlord. Landlord shall have the same rights and
remedies for the nonpayment of any such sums as Landlord may be entitled to in the case of
default by Tenant in the payment of rent.

16.5 Interest on Past Due Obligations. Any amount due to Landlord
hereunder not paid within three (3) days after Tenant’s receipt of written notice of delinquency
shall bear interest at the lower of five percent (5%) per annum plus the discount rate of the
Federal Reserve Bank of San Francisco, or the highest rate then allowed by law, from the date
due until paid in full. Payment of such interest shall not excuse or cure any default by Tenant
under this Lease.

16.6 Additional Rent. All sums payable by Tenant to Landlord or to
third parties under this Lease in addition to such sums payable pursuant to Section 3 hereof shall
be payable as additional sums of rent. For purposes of any unlawful detainer action by Landlord
against Tenant pursuant to California Code of Civil Procedure Sections 1161-1174, or any
similar or successor statutes, Landlord shall be entitled to recover as rent not only such sums
specified in Section 3 as may then be overdue, but also all such additional sums of rent as may
then be overdue.

16.7 Remedies Not Exclusive. No remedy or clection hereunder shall
be deemed exclusive but shall, wherever possible, be cumulative with all other remedies herein
provided or permitted at law or in equity.

16.8 Notices. Tenant agrees that any notice given by Landlord pursuant
to Section 16 of this Lease shall satisfy the requirements for notice under California Code of
Civil Procedure Section 1161, and Landlord shall not be required to give any additional notice in
order to be entitled to commence an unlawful detainer proceeding.

17. Defauit by Landlord.

17.1 Cure Period Landlord shall not be deemed to be in default in the
performance of any obligation required to be performed by it hereunder unless and until it has
failed to perform such obligation within the period of time specifically provided herein, or if no
period of time has been provided, then within thirty (30) days after receipt of written notice by
Tenant to Landlord specifying wherein Landlord has failed to perform such obligation; provided,
however, that if the nature of Landlord’s obligation is such that more than thirty (30) days are
reasonably required for its performance, then Landlord shall not be deemed to be in default if 1t
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shall commence such performance within such thirty (30) day period and thereafter diligently
prosecute the same to completion.

18.  Advertisements and Signs. Tenant shall not place or permit to be
placed any sign, display, advertisement, or decoration (collectively “sign™) on the exterior of the
Building(s) or elsewhere on the Property without the prior written consent of Landlord (which
may be granted or withheld in its sole discretion) as to the color, size, style, character, content,
and location of each such sign. Tenant shall at its sole expense comply with all codes,
ordinances, regulations, and other requirements of the City of Redwood City or other applicable
governmental authority relating to any sign Tenant places on or about the Premises. Upon
termination of this Lease, Tenant shall remove all signs which it has placed on or about the
Property, and shall repair any damage caused by the installation or removal of each such sign.
Notwithstanding the above, Tenant shall have the right to leave any signs on the Premises that
are there at the Commencement Date.

19. Entry by Landlord. Landlord and its agents shall be entitled to enter
into and upon the Premises at all reasonable times, upon two (2) business days written notice to
Tenant (except in the case of an emergency, in which event no notice shall be required), for
purposes of inspecting or making repairs, alterations or additions to all or any portion thereof, or
any other part of the Building(s), including the erection and maintenance of such scaffolding,
canopies, fences and props as may be required, or for the purpose of posting notices of non-
responsibility for alterations, additions, or repairs. Landlord’s rights of entry as set forth in this
paragraph shall be subject to the reasonable security regulations of Tenant. During any entry
within Tenant’s business hours, Landlord shall act in a manner designed to minimize interference
with Tenant’s business activities on the Premises.

20. Subordination and Attornment

201 Subordination. Tenant agrees that this Lease may, at the option of
Landlord, be subject and subordinate to any mortgage, deed of trust, or other instrument of
security now of record or which is recorded after the date of this Lease affecting all or any
portion of the Premises, and such subordination is hereby made effective without any further act
of Tenant. Tenant shall execute and return to Landlord any documents required by the lender to
accomplish the purposes of this paragraph, within seven (7) days after delivery thereof to Tenant,
and the faiture of Tenant to execute and return any such instruments shall constitute a default
hereunder.

20.2 Attornment. Tenant shall attorn to any third party purchasing or
otherwise acquiring the Premises at any sale or other proceeding, or pursuant to the exercise of
any rights, powers or remedies under any mortgages or deeds of trust or ground leases now or
hereafter encumbering all or any part of the Premises, as if such third party had been named as
Landlord under this Lease.

21 Estoppel Certificates and Financial Statements. Tenant shall within
seven (7) days following request by Landlord: (a) execute and deliver to Landlord any

Redwood City Lease 1004 2010 v.5 (80 Chemicat) 19



documents, including estoppel certificates, in the form presented to Tenant by Landlord

(1) certifying that this Lease has not been modified or, if modified, stating the nature of such
modification and certifying that this Lease, as so modified, is in full force and effect; (2) stating
the date to which the rent and other charges are paid in advance, if at all; (3) acknowledging that
there are not, to Tenant’s knowledge, any uncured defaults on the part of Landlord hereunder, or
if there are uncured defauits on the part of Landlord, stating the nature of such uncured defaults;
and (4) evidencing the status of this L.ease as may be required either by a lender making a loan to
Landlord to be secured by a deed of trust or mortgage encumbering the Premises or a purchaser
of the Premises from Landlord; and (b) deliver to Landlotd the current financial statements of
Tenant with an opinion of a certified public accountant, if available, including a balance sheet
and profit and loss statement for the then current fiscal year, and the two (2) immediately prior
fiscal years (if available), all prepared in accordance with generally accepted accounting
principles consistently applied. Tenant’s failure to deliver any such documents, including an
estoppel certificate, or any such financial statements within seven (7) days following such request
shall be an Event of Default hereunder, provided that this Lease shall not be subordinate to any
future mortgage, deed of trust, or other instrument of security unless the mortgagee, beneficiary,
or other secured party executes an agreement with (and reasonably acceptable to ) Tenant
pursuant to which such party agrees to recognize Tenant’s occupancy and honor the terms of this
Lease so long as an Event of Default by Tenant does not occur hereunder.

22.  Notices. All notices or demands which either party is required or
desires to give to the other shall be given in writing by certified mail, return receipt requested
with the appropriate postage paid, by personal delivery, by facsimile (provided receipt of a
facsimile transmission is confirmed telephonically or otherwise) or by private overnight courier
service to the address or facsimile number set forth below for the respective party, or such other
address or facsimile number as either party may designate by written notice to the other. All such
notices or demands shall be effective as of actual receipt or refusal of delivery. Should any act or
notice required hereunder fall due on a weekend or holiday, the time for performance shall be
extended to the next business day. Notices permitied or required to be given under this Lease
shall be delivered to the applicable address or addresses set forth below, provided that either
party may change such address by giving written notice to the other party as provided in this
section:

If to Tenant: At the address of the Premises.

If to Landlord: City of Redwood City, 1017 Middlefield Road, Redwood City, CA
94063, Attention: City Manager;

With Copies to: City of Redwood City, 1017 Middiefield Road, Redwood City, CA
94063, Attention: City Atlorney.

23 Waiver. The waiver by either party of any breach of any term,
covenant, or condition herein contained shall not be deemed to be a waiver of such term,
covenant or condition for any subsequent breach of the same or any other term, covenant or
condition herein contained. The subsequent acceptance of rent hereunder by Landlord shall not
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be deemed to be a waiver of any preceding breach by Tenant of any term, covenant or condition
of this Lease, other than the failure of Tenant to pay the particular rental so accepted, regardless
of Landlord’s knowledge of such preceding breach at the time of acceptance of such rent. No
term, covenant or condition shall be deemed to have been waived by either party unless such
waiver is in writing and signed by the party making such waiver.

24 No Accord and Satisfaction. No payment by Tenant, or receipt by
Landlord, of an amount which is less than the full amount of rent and all other sums payable by
Tenant hereunder at such time shall be deemed to be other than on account of (a) the earliest of
such other sums due and payable, and thereafter (b) to the earliest rent due and payable
hereunder. No endorsement or statement on any check or any letter accompanying any payment
of rent or such other sums shall be deemed an accord and satisfaction, and Landlord may accept
any such check or payment without prejudice to Landlord’s right to receive payment of the
balance of such rent and/or other sums, or Landlord’s right to pursue any remedies to which
Landlord may be entitled to recover such balance.

25 Attorneys’ Fees. If any action or proceeding at law or in equity, or an
arbitration proceeding (collectively an “action™), shall be brought to recover any rent under this
Lease, or for or on account of any breach of or to enforce or interpret any of the terms, covenanis,
or conditions of this Lease, or for the recovery of possession of the Premises, the prevailing party
shall be entitled to recover from the other party as a part of such action, or in a separate action
brought for that purpose, its reasonable attorneys’ fees and costs and expenses incurred in
connection with the prosecution or defense of such action. “Prevailing Party” within the
meaning of this paragraph shall include, without limitation, a party who brings an action against
the other after the other is in breach or default, if such action is dismissed upon the other’s
payment of the sums allegedly due for performance of the covenants allegedly breached, or if the
party commencing such action or proceeding obtains substantially the relief sought by it in such
action, whether or not, such action proceeds to a final judgment or determination.

26.  Surrender. Upon the expiration or sooner termination of this Lease,
Tenant shall at its sole cost and expense remove all debris and all personal property belonging to
Tenant and surrender exclusive possession of the Premises to Landlord in substantially the same
condition as of the Commencement Date (including any defects existing as of the
Commencement Date, and further subject to reasonable wear and tear and damage arising from
casualty or any taking of the Premises by any governmental authority). Any personal property
not so removed shall be deemed abandoned, and Landlord may dispose of such personal property
at Tenant’s sole cost. Notwithstanding the above, Tenant’s obligation regarding Hazardous
Substances and indemnification relating to any contamination by Tenant or Tenant’s Parties
during the Term of the Lease shall survive termination. All keys to the Premises or any part
thereof shall be surrendered to Landlord upon expiration or sooner termination of the Lease term.

27.  Holding Over. This Lease shall terminate without further notice at the
expiration of the Lease term. Any holding over by Tenant after expiration shall not constitute a
renewal or extension of the Lease term or give Tenant any rights in or to the Premises unless
otherwise expressly provided in this Lease. Any holding over after the expiration without the
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express written consent of Landlord shall be construed to be a tenancy from month to month, at
two hundred percent (200%) of the monthly Base Rent for the last month of the Lease term, and
shall otherwise be on the terms and conditions herein specified insofar as applicable, unless
otherwise mutually agreed in writing by the parties.

28. Transfer of Premises by Landlord. The term “Landlord” as used in this
Lease, so far as the covenants or obligations on the part of Landlord are concerned, shall be
limited to mean and include only the owner at the time in question of the fee title to the Premises.
In the event of any transfer of such fee title, the Landlord herein named (and in case of any
subsequent transfer or conveyances, the then grantor) shall after the date of such transfer or
conveyance be automatically freed and relieved of all liability with respect to performance of any
obligations on the part of Landlord contained in this Lease thereafter to be performed; provided,
that any funds in the hands of Landlord or the then grantor at the time of such transfer in which
Tenant has an interest, shall be turned over to the grantee and provided further that grantee shall
have assumed in writing all of Landlord’s obligations to the extent accruing from and after the
date of the transfer. The covenants and obligations contained in this Lease on the part of
Landlord shall, subject to the foregoing, be binding upon each Landlord hereunder only during
his or its respective period of ownership.

29, General Provisions.

29.1 Entire Agreement. This instrument, together with the exhibits
attached hereto, contains al! of the agreements and conditions made between the parties hereto
and may not be modified orally or in any manner other than by an agreement in writing signed by
ail of the parties hereto or their respective successors in interest. Any executed copy of this
Lease shall be deemed an original for all purposes

29.2 Time. Time is of the essence with respect to the performance of
each and every provision of this Lease in which time of performance is a factor. All references to
days contained in this Lease shall be deemed to mean calendar days unless otherwise specifically
stated. The term “business days” means calendar days other than Saturdays, Sundays and
holidays recognized by the State of California.

29.3 Captions. The captions and headings of the numbered paragraphs
of this Lease are inserted solely for the convenience of the parties hereto, and are not a part of
this Lease and shall have no effect upon the construction or interpretation of any part hereof.

29.4 California Law. This Lease shall be construed and interpreted in
accordance with the laws of the State of California. The language in all parts of this Lease shall
in all cases be construed as a whole according to its fair meaning and not sirictly for or against
either Landlord or Tenant, and without reference to which party prepared this Lease.
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295 Gender, Singular and Plural. When required by the context of this
Lease, the neuter includes the masculine, the feminine, a partnership, a corporation, or a joint
venture, and the singular shall include the plural.

29.6 Partial Invalidity. If any provision of this Lease is held by a court
of competent jurisdiction to be invalid, void, or unenforceable, the remainder of the provisions
hereof shall nonetheless continue in full force and effect and shall in no way be affected,
impaired, or invalidated thereby.

29.7 No Warranties. Any agreements, warranties or representations not
expressly contained herein shall not bind either Landlord or Tenant, and Landlord and Tenant
expressly waive all claims for damages by reason of any statement, representation, warranty,
promise or agreement, if any, not expressly contained in this Lease.

298 Joint and Several Liability. If Tenant 1s more than one person or
entity, each such person or entity shall be jointly and severally liable for the obligations of Tenant
hereunder.

299 Binding on Successors. The covenants and conditions herein
contained, subject to the provisions as to assignment, shall apply to and be binding upon the
parties hereto and their respective heirs, executors, administrator, assigns, and other successors in
interest.

29.10 Authority. The parties hereby represent and warrant that they have
ali necessary power and authority to execule and deliver this Lease on behalf of Landlord and
Tenant, respectively.

29.11 Memorandum of Lease. Neither Landlord nor Tenant shall record
this Lease or a short form memorandum hereof without the prior written consent of the other.

29.12 Merger. The voluntary or other surrender of this Lease, ora
mutual cancellation thereof, shall not work an automatic merger, but shall, al the sole option of
Landlord, either terminate all or any existing subleases or subtenancies, or operate as an
assignment to Landlord of any or all of such subleases or subtenancies.

29.13 Force Majeure. Any prevention of or delay in the performance by
a party hereto of its obligations under this Lease caused by inclement weather, labor disputes
(including strikes and lockouts), inability to obtain materials or reasonable substitutes therefor,
governmental restrictions, regulations, controls, action or ipaction, civil commotion, fire or other
causes beyond the reasonable control of the party obligated to perform (except financial
inability), shall excuse the performance by such party of its obligations hereunder (except the
obligation of Tenant to pay rent and other sums hereunder) for a period of one day for each such
day of delay
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29.14 Advice of Advisors. Each party to this Lease acknowledges and
agrees that it has obtained and relied upon its own legal counsel and other advisors to evaluate
the tax, accounting and legal consequences of entering into this Lease and consummating the
transactions contemplated hereby, and, except as set forth in this Lease, neither party is relying
on any representations or warranties of the other party to this Lease.

30 Relocation Assistance.

30.1 Waiver of Relocation Assistance. Tenant acknowledges and agrees
that Tenant has received the sum of Five Hundred Thousand Dollars ($500,000) (the
“Relocation Compensation”) to cover all of Tenant’s costs to relocate its business to another
location and for disruption all its business and that such amount constitutes full and complete
satisfaction of any obligation Landlord may have for providing relocation assistance to Tenant
and paying its relocation costs, if any, required to comply with all applicable federal, state and
local laws, rules and regulations arising out of, based upon, or relating to, relocation assistance or
benefits owing under the Uniform Relocation Assistance and Real Property Acquisition Policies
Act of 1970, 42 U.S.C. Section 4601 et seq., and the California Relocation Act, Govt. Code
Section 7260 et seq., and its implementing regulations, 25 Cal. Code Regs. Section 6000 et seq.
or under any other federal, state or local relocation statutes, regulations or guidelines, including
but not limited to, any such regulations or guidelines of the City of Redwood City or the County
of San Mateo (collectively, “Relocation Benefits”). Accordingly, Tenant, for itself and for its
agents, successors, assigns, fully releases, acquits and discharges Landlord and its officers,
officials, members, directors, council members, employees, attorneys, accountants, other
professionals, insurers, and agents, and all entities, boards, commissions, and bodies related to
any of them (collectively, the “Released Parties”), from all suits, causes of action, claims,
liabilities, damages, losses, fees, fines, costs and expenses including attorneys’ and experts’ fees
(collectively, “Claims™) that Tenant, or any of them, has or may have against the Released
Parties for all Relocation Benefits arising out of or related to Landlord’s acquisition of the
Property, this Lease, the termination of this Lease for any reason, any taking of the Property
under power of eminent domain, and/or the displacement of Tenant from the Property.

30.2 Waiver of Property Rights and Interests. Tenant for itself and for
its agents, successors and assigns fully releases, acquits and discharges Landlord and the
Released Parties from all Claims that Tenant, its agents, successors and assigns has or may have
against the Released Parties arising out of or related to Landlord’s acquisition of the Property, the
termination of this Lease, and/or the displacement of Tenant from the Property including, without
limitation, all of Tenant’s property rights and interests in the Property, including but not limited
to (i) all leasehold interests and rights of tenancy or occupancy, (ii) all improvements, including
improvements pertaining to the realty, furniture, fixture, and equipment, (iii) business goodwill
and lost income (past or future) relating to the Property, (iv) Tenant’s failure to locate a suitable
replacement location, (v) lost rental income or sublease or license income, (vi) severance
damages and pre-condemnation damages, if any, (vii) economic or consequential damages, (viii)
professional consultant fees, attorney’s fees and costs, expert witness fees and costs, interest, and
(ix) all other costs, and any and all compensable interests, and/or damages, and/or claims, of any
kind and nature, claimed or to be claimed, suffered or to be suffered, by Tenant, its agents,
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successors and assigns by reason of Landlord’s acquisition of the Property, this Lease, the
termination of this Lease for any reason, any taking of the Property under power of eminent
domain, and/or the displacement of Tenant from the Property.

30.3  Waiver of Civil Code Section 1542. Tenant, on behalf of itself and its
agents, successors and assigns, expressly waives all rights under Section 1542 of the Civil Code
of the State of California (“Section 15427), or any other federal or state statutory rights or ruies,
or principles of common law or equity, or those of any jurisdiction, government, or political
subdivision thereof, similar to Section 1542 (hereinafter referred to as a “Similar Provision™).
Thus, Tenant and its agents, successors and assigns, and any business, enterprise, or venture in
which they are involved, may not invoke the benefits of Section 1542 or any Similar Provision in
order to prosecute or assert in any manner the matiers Released in Section 30.1 or Section 30.2
above. Section 1542 provides as follows:

“A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE
CREDITOR DOES NOT KNOW OR SUSPECT TO EXIST IN HIS OR HER
FAVOR AT THE TIME OF EXECUTING THE RELEASE, WHICH IF
KNOWN BY HIM OR HER MUST HAVE MATERIALLY AFFECTED HIS
OR HER SETTLEMENT WITH THE DEBTOR.”.

Tenant’s Initials:

Indemnification. Tenant acknowledges that Landlord is relying on Tenant’s covenants that
pursuant to this Lease there are and shall be no tenants or occupants of the Property other than
Tenant. In the event that Tenant breaches such covenants with respect to the existence of other
occupants or lessees of the Property, then without limiting Landlord’s recourse for Tenant’s
breach of such representations and warranties, if such other tenants or occupants shall be entitled
to Relocation Benefits, Tenant shall have the sole and exclusive responsibility for providing all
such Relocation Benefits and paying all relocation costs required to comply with all applicable
federal and state laws, rules, and regulations and satisfying all Claims of such parties. Tenant
hereby agrees to indemnify, defend, protect and hold the Released Parties harmiess from and
against any Claims asserted against or sustained by the Released Parties arising from the
presence or claims of any tenants or occupants of the Property (other than Tenant) or any third
party who has been granted an interest in the Property by or through Tenant, including without
limitation claims for Relocation Benefits and inverse condemnation.
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IN WITNESS WHEREOQF, Landlord and Tenant have exccuted this Lease on the
dates specified below immediately adjacent to their respective signatures. Delivery of this Lease
to Landlord, duly executed by Tenant, constitutes an offer by Tenant to lease the Premises as
herein set forth, and under no circumstances shall such delivery be deemed to create an option
or reservation to lease the Premises for the benefit of Tenant. This Lease shall only become
effective and binding upon execution of this Lease by Landlord and delivery of a signed copy to
Tenant.

LANDLORD:

CITY OF REDWOOD CITY,
a charter city and municipal corporation of the State of California

By:

Name:

Its:

Dated:

ATTEST:

Silvia Vonderlinden, City Clerk

TENANT:

GENERAL HARDWARE AND BUILDERS SUPPLY, INC.,,
a California corporation

By:

Name:

its:

Dated:
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EXHIBIT A

PROPERTY DESCRIPTION

LEGAL DESCRIPTION

Read property in the Gty of Redwood Gy, County of San Mabeo, State of Cdifornia, described 2
Follows:

LOT 1, 85 SHOWN ON THAT CERTAIN #M8P ENTITLED "WOCDHOQUSE INDUSTRIAL PARK,
REDWOOD CITY, CALIFCRNIA', FILED W THE OFFICE OF THE COUNTY RECORDER OF 5AN
MATEC COUNTY, STATE OF CALIFORNIA, ON JUNE 17, 1966 IN BOOK 65 OF MAPS AT PAGE(S)
3.

APN: DE2-392-180-6
JPN: 052-D39-392-19A
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EXHIBIT B

RULES AND REGULATIONS

Tenant shall comply with the following rules and regulations (as modified or supplemented from
time to time, the "Rules and Regulations") Landiord shall not be responsible to Tenant for the
nonperformance of any of the Rules and Repgulations by any other tenants or occupants of the Property.
In the event of any conflict between the Rules and Regulations and the other provisions of this Lease, the
latter shall control.

1. Upon the expiration or earlier termination of the Lease, Tenant shall deliver to Landlord
all keys and passes for offices, rooms, parking lot and toilet rooms which shall have been furnished
Tenant. If the keys so furnished are lost, Tenant shall pay Landlord therefor.

2. Employees of Landlord shall not perform any work or de anything outside their regular
duties unless under special instructions from Landlord.

3 Tenant shall not throw anything out of doors, windows or skylights or down
passageways.
4. The Premises shall not be used for lodging, for living quarters or sleeping apartments, or

for any improper, objectionable or immoral purposes.

5. The Premises shall not be used for manufacturing or for the storage of merchandise
except to the extent such storage may be incidental to the Permitted Use. Tenant shall not occupy the
Premises as an office for a messenger-type operation or dispatch office, public stenographer or typist, or
for the manufacture or sale of liquor, narcotics or tobacco, or as a medical office, a barber or manicure
shop, or an employment bureau, without Landlord's prior written consent. Tenant shall not engage or pay
any employees in the Premises except those actually working for Tenant in the Premises, nor advertise
for laborers giving an address at the Premises.

6 Landlord reserves the right to exclude from the Property any person who, in Landlord's
judgment, is intoxicated or under the influence of liquor or drugs, or who violates any of these Rules and
Reguiations.

7. Intentionally omitted.

8, Tenant shall store all its trash and garbage inside the Premises No material shall be
placed in the trash or garbage receptacles if, under applicable Law, it may not be disposed of in the

ordinary and customary manner of disposing of trash and parbage in the vicinity of the Building(s).

9. Tenant shall comply with all safety, fire protection and evacuation procedures and
regulations established by any governmental agency.

10 Tenant must comply with requests by Landlord concerning the informing of their
employees of items of importance to the Landlord.
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11 Tenant must comply with the State of California "No-Smoking" law set forth in
California Labor Code Section 6404.5 and with any local "No-Smoking" ordinance that may be in effect
from time to time and is nol superseded by such law

12. Landlord shall have no obligation to provide guard service or other security measures for
the benefit of the Premises or the Property Tenant assumes all responsibility for the protection of
Tenant and its agents, employees, contractors and invitees, and the property thereof, from acts of third
parties, including respounsibility for keeping doors locked and other means of entry to the Premises
ciosed, whether or not Landlord, at its option, elects to provide security protection for any portion of the
Property Tenant further assumes the risk that any safety or security device, service or program that
Landlord elects, in its sole and absolute discretion, to provide may not be effective, or may malfunction
or be circumvented by an unauthorized third party, and Tenant shall, in addition to its other insurance
obligations under this Lease, obtain its own insurance coverage to the extent Tenant desires protection
against losses resuiting from such occurrences. Tenant shall cooperate in any reasonable safety or
security program developed by Landlord or required by Law.

13, No auction, liquidation, fire sale, going-out-of-business or bankruptcy sale shall be
conducted in the Premises without Landlord's prior written consent
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EXHIBIT C
HAZARDOUS SUBSTANCES DISCLOSURE CERTIFICATE

Your cooperation in this matter is appreciated. Initially, the information provided by you in this
Hazardous Substances Disclosure Certificate is necessary for the Landlord to evaluate your proposed
uses of the premises (the "Premises") and to determine whether to enter into a lease agreement with you
as tenant. If a lease agreement is signed by you and the Landlord (the "Lease Agreement"), on an
annual basis in accordance with the provisions of Section 4.4(f) of the Lease Agreement, you are to
provide an update to the information initially provided by you in this certificate.  Any questions
regarding this certificate should be directed to, and when completed, the certificate should be delivered to
the Landlord at the address set forth in the Lease Agreement:

Name of (Prospective) Tenant:

Mailing Address:

Contact Person, Title and Telephone Number(s):

Contact Person for Hazardous Waste Materials Management and Manifests and Telephone Number(s):

Address of (Prospective) Premises:

Length of (Prospective) initial Term:

1 GENERAL INFORMATION:

Describe the proposed operations to take place in, on, or about the Premises, including, without
limitation, principal products processed, manufactured or assembled, and services and activities
to be provided or otherwise conducted Existing tenants should describe any proposed changes
to on-going operations.

!\J

USE, STORAGE AND DISPOSAL OF HAZARDOUS SUBSTANCES

21 Will any Hazardous Substances (as hereinafter defined) be used, generated, treated,
stored or disposed of in, on or about the Premises? Existing tenants should describe any
Hazardous Substances which continue to be used, generated, treated, stored or disposed
of in, on or about the Premises

Wastes Yes [1 No [

Redwood City Lease 10 04,2010 v 5 (80 Chemical) 30



Chemical Products Yes [ No il
Other Yes [3 No [l

If Yes is marked, please explain:

2.2 If Yes is marked in Section 2.1, attach a list of any Hazardous Substances to be used,
generated, treated, stored or disposed of in, on or about the Premises, including the
applicable hazard class and an estimate of the quantities of such Hazardous Substances
to be present on or about the Premises at any given time; estimated annual throughput;
the proposed location(s) and method of storage (excluding nominal amounts of ordinary
household cleaners and janitorial supplies which are not regulated by any Environmental
Laws, as hereinafier defined); and the proposed location{s) and method(s) of treatment or
disposal for each Hazardous Substance, including, the estimated frequency, and the
proposed contractors or subcontractors. Existing tenants shoutd attach a list setting forth
the information requested above and such list should include actual data from on-going
operations and the identification of any variations in such information from the prior
year's certificate.

3 STORAGE TANKS AND SUMPS
Is any above or below ground storage or treatment of gasoline, diesel, petroleum, or other
Hazardous Substances in tanks or sumps proposed in, on or about the Premises? Existing tenants
should describe any such actual or proposed activities.

Yes O No il

If yes, please explain:

4, WASTE MANAGEMENT
4.1 Has your company been issued an EPA Hazardous Waste Generator [D. Number?
Existing tenants should describe any additional identification numbers issued since the

previous certificate.

Yes 0 No 3

42 Has your company filed a biennial or quarterly reports as a hazardous waste generator?
Existing tenants should describe any new reports filed.

Yes 1 No il

1f yes, attach a copy of the most recent report filed,
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5 WASTEWATER TREATMENT AND DISCHARGE

5.1 Will your company discharge wastewater or other wastes to:
storm drain? sewer?
surface water? no wastewater or other wastes discharged.

Existing tenants should indicate any actual discharges. If so, describe the nature of any
proposed or actual discharge(s).

52 Will any such wastewater or waste be treated before discharge?
Yes [0 No [l

If yes, describe the type of treatment proposed to be conducted. Existing tenants should
describe the actual treatmnent conducted.

6. AIR DISCHARGES

6.1 Do you plan for any air filtration systems or stacks to be used in your company's
operations in, on or about the Premises that will discharge into the air; and will such air
emissions be monitored? Existing tenants should indicate whether or not there are any
such air filtration systems or stacks in use in, on or about the Premises which discharge
into the air and whether such air emissions are being monitored.

Yes 1 Nold

If yes, please explain:

6.2 Do you propose to operate any of the following types of equipment, or any other
equipment requiring an air emissions permit? Existing tenants should specify any such
equipment being operated in, on or about the Premises

Spray booth(s) Incinerator(s)

Dip tank(s) Other (Please describe)
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6.3

Drying oven(s) No Equipment Requiring Air Permits

H yes, please explain:

Please describe (and submit copies of with this Hazardous Substances Disclosure
Certificate) any reports you have filed in the past thirty-six months with any
governmental or quasi-governmental agencies or authorities related to air discharges or
clean air requirements and any such reports which have been issued during such period
by any such agencies or authorities with respect to you or your business operations.

7. HAZARDOUS SUBSTANCES DISCLOSURES

7.1

Has your company prepared or will it be required to prepare a Hazardous Substances
management plan ("Management Plan") or Hazardous Substances Business Plan and
Inventory (“Busmess Plan") pursuant to Fire Department or other governmental or
regulatory agencies' requirements? Existing tenants should indicate whether or not a
Management Plan is required and has been prepared.

Yes [0 NoLl

If yes, attach a copy of the Management Plan or Business Plan. Existing tenants should
attach a copy of any required updates to the Management Plan or Business Plan.

Are any of the Hazardous Substances, and in particular chemicals, proposed to be used in
your operations in, on or about the Premises listed or regulated under Proposition 657
Existing tenants should indicate whether or not there are any new Hazardous Substances
being so used which are listed or regulated under Proposition 65

Yes 1 No O

If yes, please explain:

8. ENFORCEMENT ACTIONS AND COMPLAINTS

8.1

With respect io Hazardous Substances or Environmental Laws, has your company ever
been subject to any agency enforcement actions, administrative orders, or consent
decrees or has your company received requests for information, notice or demand letters,
or any other inquiries regarding its operations? Existing tenants should indicate whether
or not any such actions, orders or decrees have been, or are in the process of being,
undertaken or if any such requests have been received.

Yes [J Noll
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If yes, describe the actions, orders or decrees and any continuing compliance obligations
imposed as a result of these actions, orders or decrees and also describe any requests,
notices or demands, and attach a copy of all such documents. Existing tenants should
describe and attach a copy of any new actions, orders, decrees, requests, notices or
demands not already delivered to Landlord pursuant to the provisions of Section 4.4(f) of
the Lease Agreement.

8.2 Have there ever been, or are there now pending, any lawsuits against your company
regarding any environmental or health and safety concerns?

Yes [0 Noll

If yes, describe any such lawsuits and attach copies of the complaint(s), cross-
complaint(s), pleadings and other documents related thereto as requested by Landlord

Existing tenants should describe and attach a copy of any new complaint(s), cross-
complaint(s), pleadings and other related documents not already delivered to Landlord
pursuant to the provisions of Section 4.4(f) of the Lease Agreement.

83 Have there been any problems or complaints from adjacent tenants, owners or other
neighbors at your company’s current facility with regard to environmental or health and
safety concemns? Existing tenants should indicate whether or not there have been any
such problems or complaints from adjacent tenants, owners or other neighbors at, about
or near the Premises and the current status of any such problems or complaints.

Yes £ Nold

If yes, piease describe.  Existing tenants should describe any such problems or
complaints not already disclosed to Landlord under the provisions of the signed Lease
Agreement and the current status of any such problems or complaints.

9. PERMITS AND LICENSES
Attach copies of all permits and licenses issued to your company with respect to its proposed

operations in, on or about the Premises, including, without limitation, any Hazardous Substances
permits, wastewater discharge permits, air emissions permits, and use permits or approvais
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Existing tenants should attach copies of any new permits and licenses as well as any renewals of
permits or licenses previously issued.

Ag used herein, "Hazardous Substances” and "Environmental Laws" shall have the meanings
given to such terms in the Lease Agreement.

The undersigned hereby acknowledges and agrees that this Hazardous Substances Disclosure
Certificate is being delivered to Landlord in connection with the evaluation of a Lease Agreement and, if
such Lease Agreement is executed, will be attached thereto as an exhibit. The undersigned further
acknowledges and agrees that if such Lease Agreement is executed, this Hazardous Substances
Disclosure Certificate will be updated from time to time in accordance with the Lease Agreement. The
undersigned further acknowledges and agrees that the Landlord and its partners, lenders and
representatives may rely upon the statements, representations, warranties, and certifications made herein
and the truthfulness thereof in entering into the Lease Agreement and the continuance thereof throughout
the Term of the L.ease Agreement.

Tenant hereby certifies, represents and warrants that the information contained in this certificate
is true and correct.

(PROSPECTIVE) TENANT:

By:
Title:
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Schedule 12(d)

Hazardous Materials Disclosure

Owner discloses to Optionee that the Real Property is located within 2,000 feet from the real
property commonly known as 70 Chemical Way, Redwood City, California (the “Adjacent
Property™). The Adjacent Property is the subject of on-going groundwater monitoring under the
oversight of the Regional Water Quality Contro] Board, San Francisco Region. As provided in
Paragraph 10(b) of this Agreement, within three (3) days after the Execution Date Owner shall
provide Optionee with copies of the documentation, if any, in its possession describing the scope
of contamination at the Adjacent Property (including the types and quantities of Hazardous
Materials).
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